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CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 
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Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 
The foresight of Sprague Engineers in the 
past, today makes the oldest Sprague 
models as efficient as the newest. 





SPRAGUE NO. 1A METER 


The services of the Sprague Engineering 
Staff are at your disposal. Data and prob- 
lems of gas measurement and control will 


be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 
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F1B2W Boilers Make Major Contribution to. 


efficiency and. 


Utilizing design improvements developed to in- 
crease power generation efficiency and raise the level 
of unit availability, Pennsylvania Electric Com- 
pany’s new Shawville Station truly typifies power 
progress while demonstrating Penelec’s awareness 
of future requirements in the area it serves. Cur- 
rently operating as a two-unit plant, Shawville Sta- 
tion will eventually beexpanded to 4 units and have 
a capacity totalling more than 500,000 kw. 

Another addition in General Public Utilities’ expan- 
sion program, Shawville Station is situated in coal 
fields near the center of Penelec’s system load. Its 
two identical B&W Radiant Reheat Boilers have a 
design pressure of 2080 psi and a combined steam 

4 


capacity of 1,788,000 lb per hr. These units include 
B&W Cyclone Steam Separators for natural circula- 
tion and each is equipped with 16 burners served 
by 4 B&W Pulverizers. This installation also in- 
cludes B&W tubular airheaters and B&W continu- 
ous-tube type economizers. 


Modern in every sense, Shawville Station has already 
demonstrated its efficiency during the first months 
of operation. It is one more practical tribute to the 
unending efforts of progressive electric companies, 
consulting engineers and B&W boiler experts work- 
ing cooperatively to further advance the science of 
steam-electric power generation. 
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Shawville Station of the 
Pennsylvania Electric 
Company. Engineering 
design and construction 
supervisory services by 
Gilbert Associates, Inc. 
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One of two identical, dry-bottom B&W Radiant 
Boilers now supplying steam at Shawville. Steam 
capacity is 894,000 Ib per hr per unit. Steam 
pressure is 1900 psi at the superheater outlet and 
temperature is 1055 F with reheat to 1005 F, 
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gee the chairman of the Atomic 
Energy Lewis L. 
Strauss, announced that the AEC had ap- 
proved a power demonstration reactor 


Commission, 


program designed to open the way for 
American industry to develop, fabricate, 
construct, and experimental 
nuclear power reactors. The aim of the 


operate 


program is to bring private resources into 
the development of engineering informa- 
tion on the performance of nuclear power 
reactors and to advance the time when 
nuclear power will become economically 
competitive. 











Unper this program, the chairman 
stated that proposals for commission co- 
operation may be submitted up to April 1, 
1955, by applicants who are willing to as- 
sume the risk of construction, ownership, 
and operation of reactors designed to 
demonstrate the practical value of such 
facilities for industrial or commercial pur- 
poses. The commission may accept one or 
several of the proposals—or it may find 
that none is acceptable. To carry on their 
projects, persons or firms making accept- 
able proposals must qualify as licensees 
under the provisions of the Atomic Energy 


Act of 1954. 


THIs announcement is certainly a signifi- 
cant step in the direction of the expected 
co-operation between the AEC and private 
industry in developing peaceful uses for 
nuclear power. Despite this nation’s 
original long lead in the development of 
the atomic bomb and the hydrogen bomb 
for military purposes, there is a chance 
that other nations, even in the western 
orbit, may overtake and surpass us in 
peaceful application of nuclear knowledge. 


Or course, these other nations have 
pressing reasons for seeking nuclear power 


in industries as early as possible. In Great 
Britain, for example, underground coal 
reserves are not endless, while those in this 
country are sufficient for centuries of use 
at the prevailing rate of consumption. 
Moreover, Britain must import most of 
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A. BRYAN MARVIN 


her oil and has no natural gas. Electric 
power is more expensive in Great Britain 
than in the United States. Hence the drive 
to harness nuclear energy at the boiler 
room level is a more urgent matter in 
Great Britain and perhaps elsewhere in 
Europe than in the United States. 


—— no one on this side of the iron 
curtain really knows how far Russia 
has gone towards industrial use of the 
atom. But Russia also has a powerful in- 
centive because of her far-flung dominions 
and her drive to industrialize remote 
regions. So it is interesting to note the 
AEC announcement about advancing the 
time “ 
economically competitive.” 


when nuclear power will become 


THAT is an overriding point of interest 
not only to the electric utility industry in 
the United States, but to our natural gas 
and coal industries as well. If the indus- 
trial future of the universe is eventually 
to be decided on the basis of nuclear power, 
our nation must get on with the job of com- 
peting, first of all with the Soviet Union 
in the difficult and probably drawn-out 
struggle between the slave world and the 
free. We must also compete eventually 
with the free world itself. 


As of today, of course, atomic power 
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DOLLAR SAVING by utilities through remote operation of hydro stations 
is discussed by W. J. McLachlan, Mgr. Electric Utility Engr., L. F. Kennedy, 
Mgr. Relay Engr., and J. B. McClure, Mgr. Power Generation Engr. 
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Increasing fuel, labor costs ... 


Spur trend to automatic hydrostations 


Rising costs of labor and fuel, depend- 
ability of control equipment, and high 
operating flexibility are giving new 
impetus to the trend to automatic hydro- 
electric power plants. 


NEW SITES, CONVERSION ON UPSWING 
The move is evident in the growing 
number of new plants now being equipped 
with automatic control. And the trend 
shows clearly in the conversion of existing 
manually operated plants on the one 
hand and in the development of mar- 
ginal hydro-sites for automatic opera- 
tion on the other. Many marginal sites 
which manual control costs would render 
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WORLD'S LARGEST single-unit, fully automatic 


hydro-electric station of Niagara Mohawk 
Power Corp. at Stewarts Bridge, N. Y. is 
General Electric equipped, rated 37,500 kva. 


uneconomic become feasible through 
automatic control. 


OPERATING ECONOMIES MARKED 
At Stewarts Bridge, N. Y., for example, 
General Electric engineers helped meet 
equipment specifications for the world’s 
largest single-unit, fully automatic sta- 
tion. Here, Niagara Mohawk Power Corp. 
is finding that after higher installed costs, 
the expense of maintaining the 37,500 
kva station is practically nil. Capitalizing 
on Type 20 Carrier Current control, 
which permits signal transmission right 
on the power line, the station can be 
brought on the line, controlled, metered 


G Co 


TYPE 20 CRYSTAL CARRIER CURRENT used 
for first time at Stewarts Bridge controls by 
signal over power transmission line. Three 
functions can be sent, received independently. 


and shut off from a central point six 
miles away. 

When reviewing system operating 
costs, utilities can profit from considera- 
tion of automatic, remotely controlled 
hydro-electric stations. High accuracy 
equipment now available makes them 
more attractive than ever. For full data 
on how automatic hydro-electric plants 
can help reduce over-all system operat- 
ing costs, write to General Electric Com- 
pany, Section 301-276, Schenectady 5, 
New York. 

MORE POWER TO AMERICA 


GENERAL @@ ELECTRIC 


HIGH OPERATING FLEXIBILITY reaches peak 
since hydro-electric plant can be brought on 
the line automatically in a matter of minutes to 
meet daily load changes. 








PAGES WITH THE EDITORS (Continued) 


for electric use is still in the transitional 
stage between experiment and industrial 
establishment. For some time in the future, 
it will definitely not be cheap power. Even 
the AEC and other experts cannot pin- 
point the time when electric rates can be 
cut to the consumer as a result of the in- 
troduction of atomic power—for the ob- 
vious reason that even on a competitive 
basis atomic power is simply a substitution 
of fuel at the boiler room level. It will 
probably not be until future load require- 
ments begin to get support from the vir- 
tually unlimited fuel resources of nuclear 
energy that atomic power will begin to be 
a real economic factor. But as far ahead 
as we can see now, the harnessing of 
nuclear reactors to ordinary transmission 
and other electric utility system lines will 
be pretty expensive business. 


In the opening article in this issue, A. 
3RYAN Marvin of the press relations and 
public information department of the Con- 
solidated Edison Company of New York, 
Inc., discusses some of the problems which 
will confront the electric utility, aside from 
purely engineering problems, in translating 
the great boon of atomic fission into con- 
ventional and routine public service. The 
author assures us, however, that atomic 
power is on its way and when it gets here 
the world will be assured of virtually in- 
exhaustible supplies of fuel for power. 


PRIOR to joining Consolidated Edison 
he was a newspaper reporter with the 
Stamford (Connecticut) Advocate. He 
was educated at St. Marks and Yale Uni- 
versity. 
oe even before the New Year of 

1955, Bell system engaged in its first 
big nation-wide merchandising campaign 
for a long time. The campaign is a re- 
flection of the fact that the system has al- 
most caught up with the huge demand for 
telephone service that has been growing 
since the end of the war. The first and 
most important phase of this campaign 
dealt with nation-wide advertising featur- 
ing color telephones to “blend with the 
decor of home or office’ and appeared in 
the press and periodicals. 


In his article beginning on page 126, 





JAMES H. COLLINS 


James H. Cotuins, Los Angeles business 
writer, tells us the story behind the story 
of this transition from purely demand sell- 
ing of service to aggressive stimulation of 
demand. The new role of telephone com- 
panies in ringing doorbells and going after 
business in the old-fashioned manner of 
sales promotion is something the Ameri- 
can public can understand. 


* * * x 


I his first instalment (published in our 
issue of January 20, 1955) HERBERT 
M. BratTer, well-known financial writer, 
described the economic and regulatory 
setup in Mexico for public utilities financed 
with foreign capital. In this second part 
the writer discusses Monterrey Railway, 
Light & Power Company. Also in the con- 
cluding instalment, which will be found on 
page 133, the author goes into the prob- 
lems of “Impulsora’” (owned by American 
& Foreign Power Company), operating 
17 Mexican companies serving 315 com- 
munities. He also discusses the rate-fixing 
problems of the Monterrey Company and 
other foreign-financed utility operations, 
including tramways, waterworks, and tele- 
phones, and gives us some conclusions and 
comment by responsible officials, of both 
the United States and Mexico. 


THE next number of this magazine will 
be out February 17th. 


T, Gititzin. 
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This Customer Service Counter is a complete work- 
ing station for all cashiering and bookkeeping 
operations. It provides the highest degree of effi- 
ciency, in the smallest amount of space. 

The customer has ideal counter height for making 
out checks and applications. There’s even a con- 
tinuous parcel shelf, encouraging customers to step 
aside so that the next in line may be served. 

The clerk always faces the customer...wastes no 
time walking from bookkeeping desk to counter and 
back. Customers are served more promptly, efficient- 
ly and courteously. The “extra” desk is eliminated. 

With complete facilities within arm’s reach, the 
clerk works seated comfortably at her desk, ending 
the usual “standing” counter cashiering, with the 
fatigue and errors which are bound to result. 

In larger offices, two or more units may be joined, 
providing any desired number of work stations. 
Singly, or in combination, these sections have the 
rich appearance of custom-made counters, but pro- 
vide the adaptability that custom-made counters 
cannot hope to match. Each unit can house record 
forms of any size. Most important, desk-height, 
certified fire-insulated units are available to protect 
counter-stored vital records, 24 hours a day, at their 
point-of-use. 


Remington. Flan 


_ NOW... 
B Cashiering and 
? Bookkeeping 
in one unit... 
a great 
space-saving, 
‘public relations 
tool! 
















See for yourself the many advantages of the 
Sectional Customer Service Counter. Send for our 
free booklet on the subject, SC764. You'll find it 
interesting and informative. Just write to Remington 
Rand, Room 1257, 315 Fourth Avenue, New York 
10, N. Y., and ask for SC764. 


PROFIT-BUILDING IDEAS FOR BUSINESS 


ROOM 2060, 315 FOURTH AVENUE, NEW YORK 10, N. Y. 








Coming IN THE NEXT ISSUE 


* 


MANAGEMENT LOOKS AT DEALER COMPENSATION 


Recently there appeared in PUBLIC UTILITIES FORTNIGHTLY an article advocating 
that utilities might find it advantageous to compensate security dealers for handling 
the rights of stockholders to share in distribution of new issues. This is a somewhat 
controversial subject. Jackson Martindell, president of the American Institute of Man- 
agement, now gives us a discussion of the same situation from the standpoint of 
management. In this author's view, management has no right to reward some stock- 
holders at the expense of other stockholders. He further concludes that while dealers 
might recommend payment for handling rights transactions, evidence does not bear 
out the argument that it is right or profitable for corporations to incur the added 


expense. 


WHAT IS THE PURPOSE OF APPEARANCES AT RATE HEARINGS? 


It is generally agreed that regulation would be better accepted by the public if it was 
better understood, and it would be better understood if more people took an interest 
in it. The author of this article, John J. Hassett, a professional writer of business 
topics, has been checking up on attendance at public hearings of regulatory com- 
missions in contested rate cases. What is the function of such public hearings? Should 
potential protestants be encouraged to attend before the rate cases are decided 
rather than make known their dissatisfaction and, perhaps, their disposition to litigate 
after the rate orders are handed down? 


SETTING UP UTILITY SERVICES IN GREENLAND 


In these days of jet planes and broken sound barriers, the old saying ‘East is East 
and West is West'' is becoming subject to serious qualifications as to timing. But 
even more startling is the trend of round-the-year establishments and permanent 
settlements further and further towards the North Pole. Recently our government 
announced plans for such establishments in Greenland for defense purposes. This means 
carrying utility services to a land which had scarcely a vestige of them before. Dr. Svend 
Frederiksen, noted Eskimologist and research associate of the Arctic Institute, gives 
us an interesting account of problems which may be encountered in setting up pioneer- 
ing utility services in primitive and desolate countries of the North. 


* 


Al SO... Special financial news, digests, and interpretations of court and com- 
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mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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You may find 


a fresh approach... 


Tackling utility company problems daily... 
maintaining close and continued contact with 
the financial world gives us an understanding 


of the complex field of utility financing and 














investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at DIgby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET ° NEW YORK 15, N. Y. 
Capital Funds over $123,000,000 Total Resources over $1,400,000,000 


WituraM N. Enstrom, Chairman of the Board 
RicuarpD H. West, President 


Public Utilities Department—Joun F. Cutips, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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“There never was in the world two opinions alike.” 


LIoNEL D. Eprt 


New York economist. 


HoicGar J. JOHNSON 
President, Institute of Life 
Insurance 


WILLIAM RANDOLPH HEARST 
Late publisher. 


M. S. RUKEYSER 
Columnist. 


LESLIE R. GROVES 
Lieutenant General, U. S. 
Army (Ret.). 


B. S. GILMER 


Vice president, Pacific Telephone & 


Telegraph Company. 


Francis K. McCuNE 
General manager, atomic products 


division, General Electric Company. 
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“We are halfway through the greatest growth period 
in American history.” 


> 


“The growing importance of the individual can be seen 
in his role today as employee, as a political entity, and 
as a citizen and social being.” 


¥ 


“Let us maintain the Republic consecrated to freedom, 
and repel or repress all those who would destroy that 
freedom either from without or within.” 


* 


“Once the automatic and continuous correction of 
maladjustments on a rolling basis is stopped by excessive 
optimism and by a belief that prosperity and boom have 
been irrevocably frozen into our system, it will be a 
signal for trouble.” 

* 


“Tt is my own conviction that in our kind of economy 
there can never by any real conflict between the oil in- 
dustry and the field of nuclear energy as sources of 
power. As long as we can foresee into the future, there 
will never be too much power, and industry will be able 
to use every source available.” 


® . 


“It seems to me that if there is one set of management 
people who are uniquely possessed of the ability to take 
an objective look at themselves, their own company and 
its management, it is, or at least it ought to be, the sales 
executive. Keeping himself equipped with his customer’s 
outside point of view is one of his job requirements. 
Who else then has a better searchlight to shine into the 
darker corners of his company? The sales executive can 
turn the eyes of an outsider on his business. And this 
is a wholesome thing to do.” 


a 


“In the not too distant future, although possibly 
twenty years or more away, I| believe that we will see 
gas, oil, and coal start to assume what I think will be 
their ultimate role: the taw materials of a greatly ex- 
panded chemical industry. Meanwhile, we will continue 
to use our chemical fuels in ever-increasing quantities. 
This I say with only one reservation—we must keep our 
country strong and safe. We must continue to respect 
and encourage free enterprise. If we do these things— 
and who does not believe we will?’—the producers of 


‘energy—coal, oil, gas, and nuclear—will carry us to- 


gether to an age of productivity as yet undreamed of.” 
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6 ways to save money in communications 





If you want to save money and, at the same time, 
increase efficiency, let the Bell System furnish your 
communications. To get the facts, Bell System 


engineers will gladly make a joint review with 
your people. Ask your Bell telephone representa- 
tive for more information. 


BELL SYSTEM GIVES YOU COMMUNICATIONS AT LOW COST 





TAILORED COMMUNICATIONS —Bell System engineers 
fit your communications to your needs. You get precisely 
what you require. No more, no less. 


7 WIRY g—) eT 


Sa To) i 
| aie 2 


























ol 
eh ABEA A F | oe 
rewewerserey igh it 
- - idl 
SS} Wa: ‘ B 








FLEXIBLE COMMUNICATIONS—Designed to meet your 
exact requirements, Bell System communications may be 
expanded or rearranged to match the changing needs of 
your business. 





NEWEST EQUIPMENT— The latest developments in com- 
munications equipment are available to keep your service 
at peak efficiency without investment of your capital. 


BELL TELEPHONE SYSTEM 


TELEPHONE MOBILE RADIO TELETYPEWRITER 





INTERCOMMUNICATION AND PAGING SYSTEMS 





ROUNDED EXPERIENCE—You benefit from years of Bell 
System experience with specialists in all phases of com- 
munications. 








RELIABLE MAINTENANCE — You are relieved of repair and 
replacement worries. And Bell System preventive mainte- 
nance insures that your communications stay reliable. 





YOUR MONEY is available to invest in revenue-producing 
projects, not tied up in communications equipment. A 
fixed monthly charge covers your exact needs. 





TELEMETERING AND REMOTE CONTROL 





REMARKABLE REMARKS—( Continued) 


-five could be the greatest year in the 


Henry G. Rirter III “Nineteen-fifty 
[if | the tax drag on business is lessened.” 


President, National Association nation’s history [1 

of Manufacturers. 

¥ 
HowarbD BUFFET “As of June 30, 1939, about 4,849,000 persons were 
Former U.S. Representative from receiving a federal check every month. In 1953, fourteen 
Nebraska years later, 20,120,000 people were receiving a regular 
monthly check from the government. In short, the 
political potency of this factor has increased 400 per 
cent since 1939.” 


¥ 
DorotHy THOMPSON “To what extent do the American people wish to be 
Columnist compelled to invest in certain industries, whose losses 


they pay and whose profits if any, accrue to the state 
apparatus? Or do they prefer to make their own invest- 
ments? The profits of private investment invariably flow 
back into society, after the state has taken its cut.” 


w 
SINCLAIR WEEKS “Our people in their capacity as consumers have the 
Secretary of Commerce. opportunity to improve their high standard of living. 


Consumers’ over-all demands, bolstered by the sustained 
high volume of business investment, will offer oppor- 
tunities for expansion and profit to producers and mer- 
chandisers alert to the potentials our vast market 
affords.” 


ca 
Davip J. McDonaLp “We are engaged in the operation of an economy 
President, United Steelworkers of — which is a sort of mutual trusteeship. What do I mean 
America. by that? The days of the Andrew Carnegies and people 
like him are gone .. . Hundreds of thousands of stock- 


holders own the great corporations. The United States 
Steel Corporation has almost as many stockholders as it 
has employees. Those stockholders, through the opera- 
tion of some sort of voting system, employ a group of 
managers.” 


* 
WiLiiaM T. Faricy “We have it on scriptural authority that faith will 
President, Association of move mountains—but I suppose this to mean that the 
American Railroads. actual moving job has to be done with the tools which 


someone has the faith to provide. The people who have 
invested in railroads have provided for America a great 
machine for moving mountains of goods and products— 
a machine which in World War II moved more than 90 
per cent of all war freight. ... On faith, a tremendous 
job has been done, striking advances have been made. 
And if that faith shall prove to have been justified, jobs 
bigger than we have yet seen will be done, and advances 
even more striking will be made as America moves for- 
ward to her great destiny.” 


. 
CLEM D. JoHNSTON “As with most precious things to which we become 
President, Chamber of Commerce accustomed, we now accept [the Bill of Rights] as a 
of the United States. matter of course, forgetting that behind every right 


which our forefathers wrote into the Constitution, they 
implied an equally precious responsibility. Yet at no 

time in our history has a better understanding of these 
responsibilities been more imperative than today. We are 
obligated to preserve local government’s autonomy from 
central government, to keep the governing function close 
to the people, to refrain from avoidable or selfish de- 
mands upon government—to be, in short, the kind of 
self-reliant citizens that were contemplated when the Bill 
of Rights was proclaimed.” 
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At your request 
we will be pleased to send this new, illustrated booklet 
describing our consulting and design engineering services. 


Write Department E 
20 Pine Street, New York 5,N. Y. 
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POWERS 7 eucan “a EU: 
LI 


the Ultimate 


IN TWO SIZES... 
for all types of overhead work 


SERIES AB-37 has a maximum ground-to- 
basket floor height of 37’, enabling two men 
to work 42’ above ground. 


SERIES AB-43 carries two men to a comfort- 
able working height of 48’. Maximum 
ground-to-basket floor height is 43’. 


SKY-MASTER can be installed on a Powers- 
American Body which fits individual opera- 
ting needs. It can be furnished with an 
engine-driven air compressor having air lines 
extended to outlets at work baskets. 


POWERS- A 


McCABE-POWERS #- 


5900 NO. BROADWAY ° ST. LOUIS 15, MO. 
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SKY-MASTER consists of a pair of hydraulically- 
actuated beams and a revolving mast—developed 
by Powers-American engineers into an aerial 
unit which is unsurpassed in versatility . . . safety 
.and operating simplicity. 
Its inner beam can be positioned anywhere in an 85° arc. Its 
outer beam—to which twin, reinforced plastic work baskets 
are attached—moves hydraulically, in combination with drive 
pulleys and 44” wire rope—to any point in a 265° arc. The 
revolving mast will rotate continuously ...in either direction. 
An independent control lever for the mast and each beam is 
installed beside the work baskets. 


For operator protection—insulation against 50,000 volts is 
provided on the outer beam... SKY-MASTER automatically 
locks in any position to which it is moved... hydraulic out- 
riggers, on each side of the body, furnish absolute stability . . . 
constant flow of oil is maintained in cylinders at all times.. 
and relief valves prevent overloading. 


A complete description of SKY-MASTER’S construction, oper- 
ation, and safety features is given in Powers-American Bulletin 
No. 410. A copy, with price information, will be sent—without 
obligation—upon request. 


POWERS-AMERICAN ... 
Your ONE SOURCE for AERIAL EQUIPMENT 


 « AMERICAN DIVISION 2 a 


S AUTO BODY COMPANY = 


625 CEDAR STREET e BERKELEY 10, CALIF. 
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~ What...where...is your power plant problem? 
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Get our booklet— 
no obligation 
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if you can use... % GS BA BA | 


© Consulting Engineering and Power 
Plant Design Service . . . 

® Financial Advisory Service... 

® Stock Transfer and Dividend 
Disbursement Service . . . 

® Purchasing and Expediting 
Service... 

® Insurance, Rate, Accounting and 
Tax Advisory Service... 

® Forecast, Load Study and Per- 
formance Analysis Service . .. 
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Pioneer Service & Engineering Co. 


231 South LaSalle Street . Chicago, Illinois 
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La. 
Q-Panel walls grace the new Elrama Power 


Why fin. “OW power Plant (above) near Pittsburgh. It was designed 


by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 


plants everywhere Corporation was General Contractor. 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 



















rm wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 
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Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 








oe Robertson 


Please send a free copy of your Q-Panel Catalog. 


| 
| 
| 
| : — 
-Paneis i“ 
C0. | FIRM a 
_ H. H. Robertson Company to = - 
2400 FARMERS BANK BLDG. * PITTSBURGH 22, PA. [_ 
Offices in Principal Cities | — 
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Another typical example of Dodge truck’s extra-value engineering 


USABLE 
THICKNESS 


x O CYCLEBOND 


USABLE 
THICKNESS 


RIVETED 


More usable surface. 
Every square inch of Cycle- 
bond lining area is braking 
surface. Riveted linings, be- 
cause of rivet holes and 
mitered ends, have up to 
10% less braking surface. 


MAXIMUM THICKNESS 


THICKNESS 
GREATER 
DENSITY 


More usable thickness. 


Dodge truck Cyclebond 
brake linings can be used 
virtually through their full 
thickness. This gives the 
linings many thousands of 
miles of added life. Riveted 
linings should be worn only 
to rivet heads. 


CYCLEBOND RIVETED 


ALL BRAKING § MUCH “LOST” 
SURFACE SURFACE 


Tapered for easy stops. 


Cyclebond lining is more 
tightly compressed at ends, 
gives a gradual taper. Thick 
center of lining makes first 
contact...increased pressure 
brings the ends into contact. 
Braking is smooth, even. 


Why you go more miles 
before relining with 
Dodge truck brakes! 


You can be sure of lower brake maintenance, more miles 
before relining, with Dodge truck brakes and famous 
Dodge truck Cyclebond linings. And that’s in addition to 
the quick, positive stops, the smooth action, for which 
Dodge truck brakes are famous. 

Long-lasting, reliable brakes are just one example of 
the extra-value engineering that means more for your 
money when you buy . . . more money saved over the life of 
your truck. Get the facts on how extra-value engineering 
saves you money; see your dependable Dodge Truck dealer. 





DODGE!é)uic. TRUCKS 


PRODUCT 





CHRYSLER 
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ANOTHER MOTOROLA 



























Other Exclusive Features 


Maximum security with precision tone control by ex- 
clusive Motorola Vibrasenders and Vibrasponders. 


Selection with position verification before operation. 


Selection cannot interfere with reception of alarm 
indications. 


Predetermined priority reporting of multiple stations. 
oy Inexpensive duplicate lamp display for distant points. 
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FIRST 


WEW ALL TONE 


SUPERVISORY CONTROL 


RESET 





SUPERIOR PERFORMANCE 


' More Reliable Supervisory Control offers 

a further means toward optimum utiliza- 
tion of man-power and helps alleviate the 
problem of men “going stale”’ on the job. 


Motorola’s new supervisory control system for remote opera- 
tion of unattended apparatus, places centralized control at 
your load dispatcher’s fingertips. It optimizes system co- 
ordination and efficiency and helps sustain operating profit 
at a higher level. 

Accurate and reliable functioning of terminal apparatus 
is assured by coded signals from and to the central dispatch 
console. This all tone system utilizes any audio channel 
with maximum security. The signals go through the entire 
system unchanged and do not require synchronization or 
adherence to close time tolerances. 

Exclusive multiple selection and simultaneous operation 

of remote apparatus at one or several stations is optionally 
possible without additional equipment for selecting and 
operating the combinations. 
EXCLUSIVE ALARM MEMORY CIRCUIT—The 
important flashing alarm indication will always remain on 
the specific escutcheon until cancelled by pulling main reset 
key even though alarm bell and light are cancelled by alarm 
reset, or other points on systems are. selected, operated 
and reset. 

The Add-a-Point feature makes adequate provisions for 
future expansion of the system. A full complement of wiring 
in each relay case at the start so that additional point func- 
tions can be added easily and economically. 


Motorola 


es s a 
Communications & Electronics, Inc. 
A SUBSIDIARY OF MOTOROLA, INC. 

4501 W. Augusta Blvd., Chicago 51, Illinois ¢ Rogers Majestic Electronics Ltd., Toronto, Canada 
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YOUR 
Special Advantage 
for FEBRUARY! 














GREATEST INVENTION of Thomas A. 
Edison is distributed electric power. Now 
we provide reliable electric service, 
wherever and whenever you wish. 


. . this is the SPECIAL ADVANTAGE STICKER 
which dozens of companies are using this month 
on the front cover of Electrified Industry. —> 


CONSUMERS POWER COMPANY 





THE SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
ity . . Instant Starts ... Economy... Reli- 
ability . . Cleanliness . . . Good Regulation 
. .. Ability to take Overloads . . . and the 
Cooperation and Advice on Electrical Prob- 


lems which most power companies offer. 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition your stickers help them 


route your messages to additional readers. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 


ELECTRIFIED INDUSTRY ~ Vodayi Kiainess 


Martin Publications — 20 No. Wacker Dr., Chicago 6 





Pass to 














Power salesmen make friends for your 
companies and add to your “net divisable.”’ 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 


properly used, is worth many times its cost. 


They use this magazine to make 21¢ calls 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are able 
to maintain better-than-ever customer contact 
and increase the net revenue of the utilities. 
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BEFORE YOU BREAK GROUND 


NEW YORK 


Construction of a new plant starts when the steam shovel takes its first bite of earth. But 
the actual building process begins before you break ground. 

It begins when the need for new plant facilities is recognized and engineers are called into 
action. Then it develops on the drawing board—through plant layouts, working drawings, 
engineering specifications. It requires consideration of engineering and production tech- 
niques—analysis of all factors that must be taken into account before construction can start. 

Ebasco skilled engineers and constructors have experience in every phase of the building 
process—from preliminary planning right up to a plant’s successful operation. This expe- 
rience has enabled Ebasco to complete more than two billion dollars’ worth of new plant 
design and construction for many industries, in many parts of the world. 


The engineering and construction firm you select to design and build your plant may well 
hold the key to its future success. If you are considering such a project, send for our booklet, 
‘The Inside Story of Outside Help.” It describes our engineering and construction 
services as well as the wide range of consulting services Ebasco offers business and industry. 


Write: Ebasco Services Incorporated, Two Rector Street, New York 6, N. Y. 


& 





° fel iter. Velo) . DALLAS . PORTLAND, ORE. . WASHINGTON, D. C. 


Appraisal . Budget - Business Studies - Consulting Engineering - Design & Construction - Financial . Industrial Relations - Inspection & Expediting . Insurance, 
Pensions & Safety - Purchasing - Rates & Pricing - Research - Sales & Public Relations - Space Planning . Systems & Methods - Tax - Traffic - Washington Office 
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TAKE THE LOW ROAD —_—_—_ ' 


— 


TAKE MOLONEY! 


Moloney Transformers, proven dependable performers, provide an 
uninterrupted flow of power... up along your high voltage 
transmission lines...down to your lower voltage 

distribution feeders. 


win) 


Moloney has paved the highway of high voltage and 
Kva power transformers in their newly completed 
manufacturing bay...and Moloney HiperCore 
Transformers have provided dependable 

avenues of distribution... with no detours. 


Whether you need high road power transformers 
...or low road distribution transformers... make 
them “Moloney All Along the Line.” For Moloney is 
the “Sign of Quality”... of 58 years of experience © 
in the exclusive production of transformers. 


MES4-42 


MOLONE Y ELECTRIC COMPANY 


Power Transformers e Distribution Transformers @ Step Voltage Regulators « Regulating Trans 
formers « Load Tap Changing Transformers ¢ Load Center Transformers @ Unit Substations @ Net- 


work Transformers e Constant Current Transformers e Capacitors e Transformers For Electronics 
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Thursday—3 


Missouri Valley Electric 
Association begins indus- 
trial and commercial sales 
conference, Kansas City, 


Friday—4 


Southern Gas Association 

begins work on consumers’ 

premises conference, Okla- 
homa City, Okla. 


Saturday—5 


Edison Electric Institute, 

Home Service Committee, 

ends 2-day meeting, Wash- 
ington, D. C. 


Sunday—6 


American Gas Association, 
Accident Prevention Com- 
mittee, will hold meeting, 
Richmond, Va. Feb. 24, 25. 





Mo. Advance notice. 
Monday—7 Tuesday—8 Wednesday—9 Thursday—10 
Western Winter Radio- National Adequate Wiring American Water Works Pennsylvania Electric As- 


Television and Appliance 

Market begins western mer- 

chandising mart, San Fran- 
cisco, Cal. 


© 


Bureau will hold annual 
conference, Chicago, Ill. 
Feb. 24,25. Advance notice. 


Association, New Jersey 
Section, holds luncheon 
meeting, Newark, N. J. 


sociation, Transmission and 

Distribution Committee, be- 

gins winter meeting, Pitts- 
burgh, Pa. 











Friday—11 


Water Works 
Association, Indiana Sec- 
tion, ends 3-day 
meeting, Indianapolis, Ind. 


American 


annual 


Saturday—12 


Southern Safety Confer- 
ence- Exposition will be 
held, New Orleans, La. Feb. 
27—Mar. 1. Advance notice. 


Sunday—13 


Public Utility Buyers’ 
Group, National Associa- 
tion of Purchasing Agents, 
begins annual midwinter 
conference, Houston, Tex. 


Monday—14 


National Rural Electric Co- 

operative Association be- 

gins annual meeting, At- 
lantic City, N. J. 


@) 








Tuesday—15 


Pennsylvania Electric Asso- 

ciation, Relay Committee, 

begins winter meeting, 
Pittsburgh, Pa. 





Wednesday—16 


Louisiana Telephone Asso- 
ciation begins annual con- 
vention, New Orleans, La. 





Thursday—17 


Edison Electric Institute, 
Residential Promotion 
Committee, begins meeting, 


New York, N. Y. 





Friday—18 


National Society of Pro- 
fessional Engineers begins 
spring meeting, Charlotte, 


N. C. 
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Photo by Symons Flying Service 
Rescue Operation 


Southern California Edison survey and maintenance crew takes to the hills in 
sno-motor and sled. 
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Some Problems of Private 
Nuclear Development 


At the outset, the harnessing of nuclear reactors to ordinary transmission 


and other electric utility 


stem lines will be pretty expensive business. This 


article discusses some of the problems which will confront the electric utility, 


aside from purely engineering problems, in translating the great 


boon of 


atomic fission into conventional and routine public service. The author assures 
us, however, that atomic power is on its way and when it gets here the world 
will be assured of virtually inexhaustible supplies of fuel for power. 


By A. BRYAN MARVIN* 


HE foregoing title, “Some Problems 

of Private Nuclear Development,” 

certainly does not restrict the author 
in any way and there is definitely no short- 
age of material. 

I must qualify, at the outset, any infer- 
ence that this is a scientific or technical 
article. The author is neither a physicist 
nor an engineer. But there are plenty of 
other problems in private nuclear develop- 





*Press relations and public information depart- 
ment, Consolidated Edison Company of New York, 
Inc. For additional personal note, see “Pages with 
the Editors.” 
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ment and those are what I propose to dis- 
cuss. 

Back in 1938, when this writer was 
studying in the kindergarten of modern 
atomic physics, his teacher was working 
for a doctorate. The teacher’s specialty 
was a certain metallic crystal. We had 
some in the laboratory and for fun we used 
to do some of the experiments that our 
instructor had described in his thesis. 

The crystal did some strange things 
when subjected to temperature changes. 
And its electrical properties seemed to 
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vary, depending on whether electrodes 
were connected to the X, Y, or Z axis. By 
now, telephone industry readers have prob- 
ably guessed what it was. The fact that 
we saw no commercial application for ger- 
manium is what I think of nights when I 
can’t get to sleep. 

So the author is not an inventor, either. 
Nor does he have any security clearances. 
But all this does not bar discussing this 
topic from the layman’s or businessman’s 
viewpoint. The reason is because the pri- 
mary problem of atomic energy does not 
lie in the technology of the atom. It lies in 
the economics of the atom. And it is a well- 
known truism that any fool can talk on 
economics. 


HERE is a secondary problem in atomic 

energy today and that is in the field of 
semantics. The general public today is 
largely ignorant of atomic semantics. In 
fact, the very phrase “atomic power”’ is 
generally misunderstood. Atomic power, 
whatever it is, has captured the public im- 
agination. This was not a difficult feat. 
Public imagination was recoiling in horror 
from the bomb when atomic power entered 
the scene. Public imagination, on the re- 
bound and suffering from a guilt complex, 
seized on atomic power. 

Even the politicians, a group which does 
not generally originate an opinion trend 
but is content to follow established lines of 
thought—this group quickly grasped the 
appeal of atomic power. There are politi- 
cians today who would like to completely 
ignore the weapons aspect of this coun- 
try’s atomic program and say instead that 
the entire $13 billion was spent on reactor 
research. Dollar figures are hard to come 
by in the field of atomics, but it appears 
that of the $13 billion, only a very small 
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percentage has gone into reactor research, 
and how much of that was for the atomic 
submarine and airplane is purely a guess 
on this side of the uranium curtain. 

Actually, there is no such thing as atomic 
power, if you will only stop and examine 
the words from an engineer’s viewpoint. 
Atoms contain potential energy which can 
be released either through fission or fusion. 
To become power, this energy still has to 
be translated into work potential. To trans- 
late energy into work potential an ap- 
paratus is needed. 


Leni apse fuels are changed into 
work power generally through the 
medium of a steam cycle or a compression 
chamber. In the case of the atom’s poten- 
tial energy, the steam cycle appears to have 
the edge on the compression chamber. 

To be really useful to man, work power 
must be convenient and flexible. Electricity 
is exactly this, both in fact and in the pub- 
lic mind. The public, therefore, when it 
thinks of atomic power, thinks of it as 
electric power in the house wiring, power 
which has been extracted from the atom 
and converted into electricity. 

In considering this process of transla- 
tion, it must be examined from the view- 
point of an engineer to see if it is possible; 
from the viewpoint of the company’s finan- 
cial officer to see if it is economically feasi- 
ble; and from the viewpoint of an attorney 
to see if it can be done legally. 

As for the first of these viewpoints, the 
newspapers tell us that the engineers can 
indeed translate the potential energy of the 
atom into electricity. Other speakers today 
have indicated some of the problems the 
engineers face. But they are possible of 
solution. 

Let us assume they will be solved. 





SOME PROBLEMS OF PRIVATE NUCLEAR DEVELOPMENT 


NSTEAD, let us look at the atomic power 
plant from the financial officer’s van- 
tage point. This individual has two work 
tools which serve him the way physics and 
chemistry serve the engineer. One is the 
balance sheet and the other is the income 
statement. 

The balance sheet, first. This is the docu- 
ment which appears in the company’s an- 
nual report. In substance, it adds up on one 
side what the company has in the way of 
plant, inventory, cash on hand, and debts 
it expects to collect. On the other side, the 
balance sheet presents a story of where the 
funds and credit came from to make the 
company possible. 

These two sides of the balance sheet 
must balance or there will be serious 
trouble for the company. 

If the company is an electric utility and 
it plans to add a nuclear fuel generating 
station to its roster of generating facilities, 
someone has to put up the money for it. 
In the final analysis, that money has to 
come from the public under the private en- 
terprise system. Only the government has 
the right to impose a tax to raise funds. 
And, for a private company to get money 
from the public, it has to pay rental on the 
funds borrowed either in the form of in- 
terest or dividends. 

Payment of this rental fee appears on 
the income statement, which lists funds 
collected and funds disbursed. 


A financial officer, by definition, is a 
worrier. From an engineer’s viewpoint 
he often worries about some ridicu- 
lous things. From a pure scientist’s view- 
point, this intensely practical individual is 
simply money mad and should be kept en- 
tirely out of the laboratory. But you can’t 
keep him out. The engineer and even the 
scientist need salaries to keep their families 
happy. They need desks to sit at and slide 
rules to play with and paper to write on if 
inspiration should come their way. Provid- 
ing all these things is the financial man’s 
responsibility. It is his chore to see that 
ends meet for the company. 


N a business-managed company, this in- 

dividual’s thinking permeates the entire 
corporate structure. Even the engineers 
are accustomed to thinking in dollars as 
well as in tensile strengths and corrosion 
resistance. 

When these individuals hear about a 
plant shutdown like the one at Chalk 
River,’ they turn pale green. If a $100,- 
000,000 nuclear plant in private hands had 





1 The Canadian “NRX” reactor at Chalk River, 
Ontario, was shut down in December, 1952, rather 
suddenly. Improper operation of the control rods 
caused a rapid reaction that burned out the alumi- 
num sheaths covering about 10 per cent of the ura- 
nium rods in the reactor; melting and oxidation of 
the uranium released 10,000 curies (an extremely 
high level of contamination) of radioactive fission 
products in the cooling water. Contamination was 
said to have spread through the entire building hous- 
ing the reactor and to the associated equipment. 


“For numerous reasons which include the international sttua- 
tion and government policy, there is a rush to get peacetime 
applications of the atom developed. In the field of atomic en- 
ergy for the first time local electric utilities are doing research 
of the type that has historically been performed by manufac- 
turers. Con Edison is one of many companies putting money 
and engineering man-hours into atomic research.” 
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to shut down for only three months in or- 
der to replace a calandria, the rental on the 
plant investment would run to something 
over $800,000, assuming the most favor- 
able financing. A charge of this magnitude 
on the income statement, with no income 
at all to counterbalance it, would be a stun- 
ning blow. In the case of conventional 
equipment, the engineers have a body of 
experience on which to base their judg- 
ments. There is no corresponding collec- 
tion of knowledge in the atomic field to 


date. 
I an atomic fuel generating plant were 
to fall on its nose after producing only 
a few kilowatt-hours, those would be very 
expensive kilowatt-hours indeed. And yet 
there are many individuals on the lecture 
platform today who describe atomic power 
as cheap power. Many of these speakers 
are people who should know better. 

Take at random any brand-new steam 
electric generating station. If the turbines 
there were supplied with high-pressure 
steam by some magic system which re- 
quired no fuel, no boiler or boiler house, 
no boiler operating labor, no boiler house 
real estate or property taxes (in other 
words, if the steam were completely for 
free) it would amount toa reduction of less 
than 14 per cent in the amount an average 
New York residential customer pays for 
a kilowatt-hour from that station. The ma- 
jor expense involved in selling electricity 
is incurred in conveying the energy from 
throttle valve to customer, billing and col- 
lecting for it. 

To the best of my knowledge not even 
those who shout “giveaway” at the entry 
of private enterprise into the atomic pro- 
gram have said that a reactor is going to 
be given to any company or that fissionable 
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materials are going to be supplied free of 
charge. 


HERE is another feature of atomic en- 
ergy that disturbs the financial man. 
That is the risk of an atomic incident. The 
claims following a real atomic incident 
could be sufficient to bankrupt the largest 
American company unless it were properly 
insured. The engineers say they can de- 
sign a foolproof reactor. It is a fact that 
in America’s atomic program to date there 
have been absolutely no atomic incidents. 
There are a multitude of reactor studies. 
There is a saying in the atomic field that if 
you take one engineer, one physicist, and 
two bottles of beer, bring them all together 
for fifteen minutes, you will have a new 
reactor design. 

Many of these studies get to a cost- 
minded engineer, specially now that private 
industry is being permitted a peek. In the 
columns of figures, he finds an allowance 
for insurance. This surprises him since no 
insurance company or group of companies 
has set a rate yet. When he asks, he is told 
that the same figure has been used for the 
atomic plant as is currently being paid for 
the plant using conventional fuel. One does 
not have to be a graduate engineer to ap- 
preciate that the risk of a reactor and the 
risk of a pressure vessel such as a boiler 
are not one and the same. 

Over at Consolidated Edison, we are 
talking to manufacturers who say they can 
build for us a plant powered by the fission 
of atoms. Our cost-conscious engineers 
have opened up a whole series of questions 
similar to the two I have attempted to out- 
line. At first, these problems seem to be 
solid fences across the road that leads to 
translation of atomic energy into electricity 
by private enterprise. But gradually, one 
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New Language for the Atom? 


oa HE general public today ts largely ignorant of atomic semantics. 

In fact, the very phrase ‘atomic power ts generally misunderstood. 
Atomic power, whatever it is, has captured the public imagination. This 
was not a difficult feat. Public imagination was recoiling in horror from 
the bomb when atomic power entered the scene. Public imagination, on 
the rebound and suffering from a guilt complex, seized ow atomic power.” 








by one, they are being solved. And when 
they are solved, they are no longer a fence 
in the road. The broken fence becomes a 
part of the surface of the road itself, mak- 
ing it broader and smoother. 


(= the years, we in the electric indus- 
try have developed a way of handling 
innovations in the art. Our suppliers, the 
manufacturers of the equipment we use, 
generally do the laboratory work, the re- 
search that is needed to meet our require- 
ments, which we specify. 
But eventually, in any new development, 
the project finally gets to the stage where it 
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outgrows the laboratory. Some company 
has to serve as a pioneer and sponsor a 
field trial. And in the field problems come 
up that were not even suspected during the 
laboratory runs. The solutions to these 
problems result in engineering refinements, 
modified designs, more successful eco- 
nomic operation. 

For numerous reasons which include the 
international situation and government 
policy, there is a rush to get peacetime ap- 
plications of the atom developed. In the 
field of atomic energy for the first time 
local electric utilities are doing research of 
the type that has historically been per- 
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formed by manufacturers. Con Edison is 
one of many companies putting money and 
engineering man-hours into atomic re- 
search. This corporate effort is properly 
co-ordinated and it speeds up the research 
time clock substantially, helping equip 
science with seven-league boots. 


BE we get too hopeful, however, let 
us pause an instant to look at the 
atomic program from a lawyer’s desk. 
This lawyer is concerned not only with the 
revised version of the Atomic Energy Act. 
Since he is a utility company lawyer, he 
has had experience with many other laws, 
local, state, and federal, for many years. 
The Atomic Energy Act is merely one 
more form of regulation piled on top of 
the many existing layers. 

And, believe me, the utility industry is 
thoroughly regulated. Since utilities use 
the streets of communities to distribute 
their products, many of their actions are 
subject to review at the community level. 
In New York state they have had a state 
body since 1907 empowered to examine 
their books and determine the fairness of 
their rates. This state commission’s powers 
extend even further into the fields of safe- 
ty and financing. To illustrate, every cost- 
plus contract for more than $25,000 that 
utilities want to make must lie before the 
commission for forty-five days before it 
can take effect. During that period, the 
commission has the right to object to it. 

In the utility field, the Securities and 
Exchange Commission and the Federal 
Power Commission are also active at the 
national level. 

Now, the lawyer notes, the Atomic En- 
ergy Commission enters the regulating 
business. The new law is throughout what 
an attorney calls a permissive law. That is, 
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it states in very broad terms the aims of 
the government and it gives the commis- 
sion the power to determine the details by 
which these aims are to be met. A permis- 
sive law is administered by rules and regu- 
lations. In the case of atomic energy, how- 
ever, these rules and regulations have not 
yet been issued. There is considerable 
amount of doubt about what they will be 
when they are issued. If a private com- 
pany does not trust the Atomic Energy 
Commission, it can have no interest in the 
possibility of atomic energy under the pres- 
ent law. 

For example, there is a section in the 
new law that requires a company building 
an atomic facility to secure a construction 
permit. In applying for the permit, the 
company is to specify the completion date. 
And, in the event construction runs past 
the target date, in the language of the act, 
“the construction permit shall expire, and 
all rights thereunder be forfeited, unless 

. etc., etc.” 

The market for half-built reactor plants 

is not promising. 


A™ look at the problem of ownership. 
If a company operates certain types 
of reactor, some of the U238 fed into it 
as company property will be converted to 
plutonium. At the instant this transforma- 
tion takes place, the plutonium legally be- 
comes the property of the government. 
This can lead to some very fine legal dis- 
tinctions. 

The U235, of course, belongs to the gov- 
ernment from the time it is separated from 
the rest of the ore’s constituents. Now, how 
does one go about carrying U235 from 
place to place? When a company sets about 
carrying things in interstate commerce, 
there is a commission with which to con- 
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tend. The ICC evidently has not been con- 
cerned with the government’s transporta- 
tion of fissionable materials if the rule 
books are any index of its interest. But 
what rules will they adopt when private 
industry sets about duplicating the gov- 
ernment’s work? 

And then there is the matter of licens- 
ing of individuals. Congress, in writing the 
new Atomic Energy Act, was fairly spe- 
cific in its license requirements. Everything 
and nearly everyone connected with the 
application of nuclear power needs a li- 
cense, even the operators of the completed 
plant. But under certain codes, these opera- 
tors will also need stationary engineer’s 
licenses and other approvals. The AEC’s 
licensing requirements are not yet known, 
but there are a number of qualified physi- 
cists and chemical engineers who will have 
a lot of homework to do if they expect to 
pass their stationary engineer’s examina- 
tions. 


,. look at the matter of patents. There 
has been considerable discussion of 
this point. In the field of fissionable ma- 
terial, it is pretty hard to invent anything 
unless you have access to a body of infor- 
mation that is classified and materials that 
are government-controlled. This means 
that anyone or any company with a good 
patentable idea in the field of atomics is 
more than likely working under either a 
contractual or quasi contractual relation- 
ship with the AEC. 

If AEC is going to be strict about this, 


there is at the moment practically no 
chance for anybody to acquire any patent 
rights in the atomic field. 

One may wonder why private enterprise 
is at all interested in the atomic program. 
The problems seem to go on and on, with 
each solution leading to a new set of prob- 
lems. It might be appropriate at this time 
to fall back on the newspaperman’s for- 
mula and attempt to define the six W’s of 
atomic energy: The who, what, where, 
when, how, and sometimes why. 

The why of atomic energy is easy to an- 
swer. If our fuel needs keep on growing 
as fast as they have in recent times, we will 
be forced to develop the atom as a source 
of energy. It is a simple matter of sur- 
vival. 

As for what the atomic program at- 
tempts to do: it wants to tap the energy 
potential of the atom at a minimum cost. 

By whom should this be done? Prefer- 
ably by people and companies already in 
the business of supplying energy. Manu- 
facturers should build the required atomic 
utilization equipment and local electric 
companies should operate the plants. 

Where is it to be done? The answer is 
obvious. First of all in those areas where 
the cost of fuel is highest. As progress 
brings the cost of atomic power down to 
the point where it can compete with con- 
ventional fuels, it will break into the fuel 
market first of all in the high-price areas. 

And the answer to when is it to be done 
is the easiest of all to provide. The answer 
is: as soon as possible. 
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Color Phones Are Just the Beginning 


At last, with something to really sell, telephone man- 

agement studies merchandising, as it has wrought such 

transformations in other business. Both Bell and inde- 

pendents seek greater revenue to meet the charges on 
vastly greater plant investments. 


By JAMES H. COLLINS* 


1p VAN WINKLE fell asleep on the 
mountain and, after twenty years, 
woke up to a changed world. 

They are telling the telephone salesman 
that he has been asleep for a dozen years, 
because he had nothing to sell, and now 
selling days are here again, as telephone 
companies begin to catch up with their 
backlogs of held orders, and he had better 
come out of the moth balls. 

So they tell him. But it is unfair to the 
telephone salesman. Because, all these 
years, he has been selling whatever they 
gave him to sell—business installations, 
and PBX’s, and service that could be ren- 





* Professional writer, resident in Hollywood, 
California. See, also, “Pages with the Editors.” 
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dered with existing plant, while they were 
laying new cables and building new ex- 


changes and making new instruments. The 


big backlog has been in residence service. 
He would dearly have loved tackling that, 
but was restrained. 

Rip Van Winkle has been far from nap- 
ping, but his world has been transformed. 
He hears talk about merchandising, and 
impulse sales, and packaging, and displays 
—is this the telephone business, or has he 
waked up in a supermarket? 

They are saying that the telephone cus- 
tomer must be given what he wants, when 
he wants it, even though he doesn’t know 
what it is. 

They are telling the salesman that the 
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telephone business must do as others do, 
and get its share of the consumer dollar. 
“What is our share?” he asks. 
“Well—er—we will have to make a 
market survey. But remember, the cus- 
tomer is always right.” 


N™ this is radical talk in a business 
that has always been production- 
minded. The engineers and scientists have 
accomplished wonders in research, inven- 
tion, and design, but from the angle of 
what they decide the customer ought to 
have. What he might think he would like 
was something else again. 

The technological watchwords have 
been “Papa knows best,” and “Uh-uh— 
bad for baby!” But today, in telephone 
circles, it is all right to say so, and that 
is certainly a changed world. 

To illustrate: Telephones have been 
black since long before Henry Ford said 
the customers could have any color so long 
. . . They occupied both hands, and were 
attached to the wall. 

There came a time when the customer 
heard about French phones, and thought 
he would like to have one. In France, the 
government ran the service, and the cus- 
tomer might wait for months before get- 
ting a line, even in normal times. When he 
got it, he went out and bought his own 
telephone instrument. That was a curious 
combination of public ownership and pri- 
vate enterprise. French manufacturers 
were in competition to give the customer 
what he wanted, and designed a phone that 
needed only one hand, and could be set 
on a table or desk. Strange that in so ar- 
tistic a country they did not think of color! 


N this country, telephone engineers for 
long had doubts about the French 


phone, while using it themselves. Now they 
are going to free the customer’s other 
hand, with a phone that need not be picked 
up. The customer has often bought gadgets 
to make phone talk private. Now the en- 
gineers are developing phones that give 
privacy. Both Bell and independents are 
working on such improvements, and Bell 
is said to have some 400 new features in 
service and equipment, things the customer 
wants, or will want when he sees them. 

A long time ago an immigrant boy 
started selling fruit from a wagon in New 
York, got into the produce trade, got rich, 
got a showy apartment. 

“Could I have a gold-plated phone?” he 
asked, wistfully. Born too soon! Today, a 
phone salesman could probably get it for 
him. 

Since the war, telephone systems have 
grown beyond all expectations, and are 
still growing. Enormous new investments 
have been made in facilities. More revenue 
is needed to pay charges on new capital. 
The best way to increase revenue is to sell 
more service. Hence the “new look” in the 
telephone business. 

Backlogs have not yet been completely 
caught up, and they are “firsts.”” Merchan- 
dising stands second, or even third, for im- 
proved service to present customers is im- 
portant—selling implies a quality article. 
However, in the southern California area 
the backlog is now only a few thousand 
held orders, compared with 150,000 at 
war’s énd. 


pen is still selective in residence serv- 
ice, because not all neighborhoods have, 
as yet, the new facilities needed to cancel 
all held orders. But there are now many 
neighborhoods where surplus facilities en- 
able the salesman to ring doorbells, and 
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wherever there is a residence phone, there 
is a potential customer for an extension. 
A new residence phone requires a plant in- 
vestment of $400 to $500, and pays off 
over a number of years. An extension takes 
only an additional instrument, and brings 
in immediate revenue. Color and two-tone 
phones require installation charges, but no 
additional rate. Lighted dials, cutoffs on 
extensions, answering and hard-of-hearing 
sets carry monthly charges as well. 

Today, the installer, arriving with the 
new residence phone, carries two instru- 
ments into the house. 

“While I’m here,” he suggests, “it will 
be easy to put another phone in the kitchen, 
or a bedroom—it might be handy in an 
emergency.” 

That is a revenue-producing sales pat- 
tern used by both systems. 

“Why not put it in a package?” Pacific 
Telephone employees have asked. “Instead 
of promoting one residence phone, and 
then selling an extension, offer them to- 
gether, with a price tag: “House phone 
and bedroom phone, $6.50 a month.” 

The “big economy size” in another 
form, and the “impulse sale” has been 
taken over by both telephone systems, in 
the outdoor phone booth. 

When the supermarket makes a jumble 
display of tomato juice in an aisle, exactly 


q 
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“In this country, telephone engineers for long had doubts about 


the French phone, while using it themselves. Now they are go- 
ing to free the customer’s other hand, with a phone that need 


the same brand carried regularly on the 
shelves, and at the same price, it sells from 
the jumble, and loses no sales from the 
shelf. 


HEN an outdoor booth is set up near 

an indoor booth, the new installation 
increases traffic, and there is no drop in 
the indoor booth. Bell has lately started 
setting up attractive aluminum outdoor 
booths, and they show increased traffic 
over the first rather somber green booths. 
Thousands of eating places over the land 
proclaim the simple directive word EAT. 
Something in human nature that leads peo- 
ple seeing a phone to call up Aunt Hattie 
suggests that TALK might become a simi- 
lar directive. 

Last fall, “Mother Bell’ was able to an- 
nounce color phones in a big national ad- 
vertising campaign. For nearly fifteen 
years Bell national advertising had been 
institutional, and toll traffic promotion. 
Color phones are like new models in cars 
and refrigerators, brought out to make the 
customers dissatisfied with what they have. 
“See them at your dealer’s,” says national 
advertising, and the “dealer” in this case is 
the regional Bell company, which takes it 
from there, with its own promotion. 

Pacific Telephone people decided that 
this signaled something broader than sell- 


not be picked up. The customer has often bought gadgets to 
make phone talk private. Now the engineers are developing 
phones that give privacy. Both Bell and independents are work- 
ing on such improvements, and Bell is said to have some 400 
new features in service and equipment, things the customer 
wants, or will want when he sees them.” 
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ing-time-is-here-again; that the telephone 
business needed modern merchandising, in 
keeping with postwar changes. 

In other business merchandising stands 
for self-service, one-stop shopping, drive- 
in, cash-and-carry, packaging, impulse sell- 
ing. All based on what the postwar cus- 
tomer wants. Charge accounts, deliveries, 
telephone ordering, retail sales people, 
have all but disappeared in certain lines of 
retailing, and are passing out in others. 
The postwar customer wants to drive in, 
buy food and everyday necessities in one 
place, check the baby and the dog, hear 
music, pay cash at the desk, and take every- 
thing home in her own car. 


eo begins with and is 

guided by consumer market surveys, 
to find out what the customers want. Mar- 
ket research has become a formidable busi- 
ness in itself, with its quizzes, polls, and 
statistics. 

Pacific Telephone made a unique market 
survey by asking its 80,000 employees 
what they thought the customers want. A 
committee was set up for the whole sys- 
tem, ranging from Washington to Cali- 
fornia, and information was gathered in 
meetings and interviews. Employees were 
told that telephony needed merchandising 
activities, supplementing its engineering 
achievements, and were asked to talk free- 
ly, criticizing if necessary—it was all in 
the family. 

What do people on switchboards, in 
warehouses, out in field crews, know about 
merchandising? 

Plenty! They are consumers themselves, 
influenced in their own purchasing by 
adroit merchandising, seeing overlooked 
possibilities in their own business. 

They think the spirit of order-taking 
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has prevailed too long in telephony, the 
customer coming to the company, where 
information about service should be taken 
to the customer. Displays should be set up 
in telephone commercial offices, letting the 
public see what is available, instead of just 
hearing about it. New uses should be pro- 
moted by showing the goods. 


| eeenaagemmereen requires special abili- 

ties, say the employees. Engineers 
have their own job to do, have neither the 
time nor the ability for merchandising. A 
separate merchandising department would 
spread the “new look” through the entire 
organization. During the depression Pa- 
cific Telephone had a thoroughly sales- 
minded organization, because selling serv- 
ice and averting disconnections were vital 
to jobs. That employees can sell was amply 
demonstrated then. 

But employees need sales training, and 
information about what the company has 
to sell, printed material, and sales aids. 
They can report sales leads. They feel that 
better knowledge of operations outside 
their own departments would help. They 
maintain that latent sales ability among 
younger employees might be encouraged 
by showing that selling offers opportuni- 
ties for advancement to those who are 
qualified. 

Some employees welcomed the new-type 
phones to meet customer needs as a step 
in the right direction. Better inspection of 
phones on the customer’s premises, such 
as replacing frayed cords, cleaning up dirty 
phones, and the like, was advocated. Color 
phones they thought were fine—but ten 
years late. 

To sell toll service, it was suggested that 
the customer be given a sample call when 
a new phone was installed. Also, that the 
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Telephone Companies Are Back in the Sales Business 


66 For fifteen years, since the first defense program of World War II, 

the telephone business has been thought of as one of shortages, back- 
logs, spiraling costs, enormous appetite for fresh capital, and continual 
pleas for higher rates. Now, at last, it has goods to sell, and will steadily 
have more. The telephone salesman is back, ringing doorbells, offering new 
services, urging greater uses. That is something the American customer 
thoroughly understands. The business that puts itself forward, spotlighting 
its goods in the show window, seeking orders, ts considered a healthy busi- 

ness, doing tts job in the national economy.” 





company give results of games, weather 
reports, and where-to-buy-it service, like 
time service. 

“Trade-ins” are part of other business, 
like automobiles and appliances. Why not 
make a “package” of discontinued two- 
piece phones, reconditioning and perhaps 
painting them, and offering service for a 
reduced rate? 


. | ‘HERE was a feeling that rate struc- 
tures and billing might be simplified 
for better understanding, that customers 
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were in the dark as to what they were pay- 
ing for. 

Also, that better words might be adopted 
for things bearing technical names. “Ex- 
tension” is telephonese of long standing— 
but what the customer mostly wants is a 
“long cord.” Call it a “bedroom phone.” 
The 4-party line is really a 4-family line. 
Merchandisers in other lines of business 
pay a great deal of attention to words and 
phrases, because they are selling tools. 

The warehouse people had some very 
practical merchandising suggestions. For 
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example, there were complaints of delay 
in making installations after service had 
been ordered. These delays often arise in 
the supply department. Stock records are 
not what they should be. The purchase de- 
partment orders on schedules that cause 
delayed deliveries. There are shortages in 
some equipment, and overstocks in other 
things. 

Why not package installations? Instead 
of putting in orders for the various com- 
ponents required for a given installation, 
why not put up the complete assembly, 
hand it out to the installer by number? 
Working far enough ahead, this would 
head off shortages of single parts—the hoss 
would never be lost for want of a shoe nail. 

These samples of employee thinking 
show that people on the job are alive to 
the trends of the times. 

Drive-in is a big word today. People 
drive in to eat, to shop, to see movies, to 
bank—why not a drive-in public phone? 
That was suggested. It is something that 
should interest the engineers. 

Shades of Alexander Graham Bell— 
who in his day was a telephone merchan- 
diser ! 


. i ‘His mass of employee suggestions, 
classified in a hundred pages for the 


different departments of Pacific Tele- 
phone, lays foundations for a broad devel- 
opment of selling and promotion, to in- 
crease revenue. 

“And it contains headaches for every de- 
partment for several years to come,” is the 
comment of a committee member. 

Going out, ringing residential doorbells, 
the phone salesman finds that backlog has 
become a legend. 

“Sometimes I wonder how I ever get 
along without a phone,” said a Santa Mon- 
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ica woman, “but I know I couldn’t get one 
for at least two years.” 

Overheard by a telephone man, who 
looked up records, it was found that she 
had never made application for a phone, 
and that there were surplus facilities in her 
neighborhood. She got a phone immediate- 
ly. 

This is independent territory, and the 
General Telephone Company of Califor- 
nia, now in position to sell residence serv- 
ice in various areas, has discovered that 
waiting for customers to come in is a mis- 
take. 

With ample facilities in the new Lake- 
wood area, north of Long Beach, the com- 
pany sent salesmen calling on home own- 
ers. Out of more than two thousand con- 
tacts they found more than a thousand 
people at home, and sold 385 new residence 
installations. 


is another “cold turkey” canvass people 
were found at home at more than half 
of some 4,000 places, 385 new installations 
were sold and many extensions, adding 
some $20,000 new revenue. The popular 
impression that phones are still hard to 
obtain handicaps revenue-producing 
changes in such service as conversion from 
party to private lines. Toll traffic is ham- 
pered by the belief that long-distance talks 
should still be few and brief. 

This company has held employee meet- 
ings at which were shown two curves, one 
for capital investment, steadily rising, and 
the other for revenue, headed down in re- 
lation to capital charges. 

“So far we are all right,” they have been 
told, “but we must do something to head 
off future trouble. If each of our employees 
sells or saves fifty cents a day, it amounts 
to $750,000 a year.” 
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Many sales leads have been turned in by 
employees, and they are correcting mis- 
taken ideas about phone services still being 
tight. This company has peculiar plant 
problems, because its system covers a large 
territory, where it has been called upon to 
provide service in new subdivisions and 
factory areas, bypassing acreage property 
being held for future development. This 
makes for a heavy investment load. Em- 
ployees have been shown such conditions, 
and responded to the need for an active 
selling spirit throughout the system. 

They have effected many savings in 
costs, such as standardizing the two differ- 
ent-size panes of glass needed for outdoor 
booths; eliminating spare tires on service 
cars operating in town, where a garage can 
be called for a tire change; segregating 
subscriber cards that seldom call for repair 
service, so as to save clerical work. 


— and non-Bell began getting a good 
supply of phones last year, and de- 
cided to team up to push three kinds of 
revenue-producing service: extensions, 
toll traffic, and yellow book advertising. 
Bell’s national advertising creates business 
for the independents as well as Bell com- 
panies—in such services the two systems 
are inextricably interlinked, as the tele- 
phone service of the United States. 

The independents have launched a na- 
tional advertising campaign of their own, 
with a different objective, to be recognized 
as an important American industry. It has 
been dubbed a “ghost” industry, because 
Bell dominates in the public mind. This is 
a handicap in raising investment capital for 
independent companies and the manufac- 
turers supplying their equipment. 

The manufacturer of non-Bell equip- 


ment goes to the investment banker for 
money, and must prove that his business is 
stable. If he had Bell as a customer, there 
would be no doubt about it. But independ- 
ents are thought of as a lot of small, sec- 
ond-rank companies. The facts about the 
industry, with its 5,300 companies, 11,000 
exchanges, and nearly 9,000,000 tele- 
phones, are convincing. 

Limited national advertising was started 
last year in a few publications—principal- 
ly a spread in Time, and advertising in 
business journals. This was done on a vol- 
untary basis, and proved so beneficial that 
members of the United States Independ- 
ent Telephone Association are now paying 
assessments based on the number of their 
stations; other institutional advertising is 
being done by the International Telephone 
& Telegraph Corporation, and by equip- 
ment manufacturers. 


bien facts about the independents are 

almost in the nature of news, and they 
have been called “A living testimonial to 
the achievements possible under a system 
of free enterprise, in a free economy.” 
Both in this advertising for the industry, 
and for revenue-increasing, local independ- 
ents do their own advertising, using mats 
and printed matter supplied by associa- 
tions. This new merchandising spirit is 
going to create happier public relations as 
well as new revenue. 

For fifteen years, since the first defense 
program of World War II, the telephone 
business has been thought of as one of 
shortages, backlogs, spiraling costs, enor- 
mous appetite for fresh capital, and con- 
tinual pleas for higher rates. 

Now, at last, it has goods to sell, and 
will steadily have more. 
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Good Partners in 


Mexican Utilities 
Part II. 








In his first instalment, the author describes the financial and regulatory setup 
in Mexico for public utilities financed with foreign capital. In this part, 
he describes the Monterrey Railway, Light & Power Company. The author 
also comments upon the problems of “Impulsora’ (owned by American & 
Foreign Power Company), operating 17 Mexican companies serving 315 
communities. He further notes the rate-fixing problems of the Monterrey 
Company and other foreign-financed utility operations, including tramways, 
waterworks, telephones, and gives us some conclusions and comment by re- 
sponsible officials, of both the United States and Mexico. 


Experience and Views of ‘“‘Impulsora” 


HE Cia. Impulsora de Empresas 

Electricas, S. A., is owned by the 

American & Foreign Power Com- 
pany, Inc. Impulsora operates. 17 compa- 
nies in Mexico, serving 330,000 customers 
in 315 communities whose 2,686,000 in- 
habitants comprise 24 per cent of Mexico’s 
population having electric service. On this 
$76,000,000 American investment the ma- 
jor subsidiaries have been able to pay no 
dividends since 1930, while dividends re- 
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ceived from the others since 1939 to No- 
vember, 1954, total only $353,000. Like 
the other Mexican utilities described here- 
in, Impulsora has been hard hit by the de- 
preciation of the peso. Unlike Mexlight, 
Impulsora received no interim rate increase 
to compensate for increased costs; but in 
recent weeks has been in negotiation with 
the Mexican authorities on its whole prob- 
lem. Out of this may emerge not only bet- 
ter rate treatment and financial changes, 
but eventually Eximbank and World Bank 
lending. 

During 1945-50, reportedly on the gov- 
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ernment’s promise of a rate increase, Im- 
pulsora invested the equivalent of $14,- 
000,000 in new facilities, almost $7,000,- 
000 of which were new dollars advanced 
by Foreign Power in New York. Adequate 
definitive rates failing to materialize, the 
Tariff Commission continued to use for 
valuation purposes the unadjusted peso 
rate, despite the substantial devaluation of 
the peso in 1948-49. Earnings dropped ap- 
proximately 60 per cent. Under these cir- 
cumstances the investment program could 
not be continued. Even so, no basic rate 
increase was forthcoming. The impasse be- 
tween Impulsora and the government con- 
tinued well into 1954, when still another 
sizable devaluation of the peso added to 
the problem. Throughout the government 
has insisted on no rate increase without 
substantial new investment and the com- 
pany has firmly refused to make any fur- 
ther new investment without a satisfac- 
tory settlement of the problem of rates and 
returns. Instead of a rate increase such as 
Mexlight got in 1954, Impulsora is concen- 
trating in its present negotiations on seek- 
ing a complete solution to all the problems. 


— for comment on the significance 

of the 21.2 per cent rate increase ob- 
tained by Mexlight in 1954, a spokesman 
for Impulsora guardedly observed: 


If similar increases are granted to 
other privately owned utilities and if the 
report of the official committee now 
studying the whole problem calls for 
equitable treatment which is then imple- 
mented by appropriate legislation, the 
Mexlight increase may mark a turning 
point in Mexico’s treatment of private 
utilities. Once American & Foreign 
Power is convinced that the rate struc- 
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ture will assure a sound return on any 
money invested in Mexico, it will cer- 
tainly try to secure additional capital for 
investment. 


Concerning the World Bank and Exim- 
bank as sources for such capital, Impul- 
sora’s spokesman noted that in 1947 talks 
with the Eximbank were initiated, but con- 
sideration of the loan application was 
shortly thereafter suspended pending such 
time as the companies should be granted 
rates adequate for the servicing of a loan. 
Should the company’s present negotiations 
with the government result in an agree- 
ment as to acceptable rates, simplification 
and reorganization of the operating com- 
pany setups, as well as an understanding 
on a new construction program, it is rea- 
sonable to assume that an application will 
be made to the Eximbank or the World 
Bank for a dollar loan to cover nonpeso 


costs. 
Mn rate increases which its operat- 
ing companies have received in the 
past year or two, have failed to result in a 
net increase in the return on Impulsora’s 
investments, since they have been intended 
only to compensate for increased fuel, la- 
bor, and purchased-power costs. Throwing 
light on the rate-making process, the com- 
pany’s spokesman explained : 


To get a rate increase for increased 
costs of fuel, labor, and power pur- 
chases, Article 143 of the Electric Law 
calls for studies so involved and detailed 
that it requires practically the same 
amount of work to prepare an adjust- 
ment study as it does to prepare a new 
definitive rate study. Under the present 
regulations, it is necessary for the com- 
pany to show not only that there are 





XUM 


GOOD PARTNERS IN MEXICAN UTILITIES 


changes in the relative cost of labor, 
fuel, and purchased power but also that 
these changes in costs result in lowering 
the return to the company below that 
which has been approved. It follows 
that with the exception of the necessity 
of preparing tariff schedules, the amount 
of work required for the presentation 
of an application for such tariff adjust- 
ment is essentially the same as that in 
applying for revised tariffs. Not only 
must the original information required 
by the regulations be presented, but also 
the considerable additional information 
which the Tariff Commission requests 
from time to time during the study of 
the application; and, on publication of 
the proposed resolution, the company 
must submit additional proof and data 
in an attempt to have reinstated the 
many exclusions from the normal op- 
erating expenses which in all cases have 
been made by the Tariff Commission. 


—— of the inadequacy of past 

rate increases to compensate for high- 
er fuel and like costs is the increase granted 
to Mexlight in October, 1953. This was 
supposed to give Mexlight a net return of 
8 per cent. It actually yielded closer to 6 
per cent, because the Tariff Commission 
arbitrarily set aside certain expenses as 
to be borne by the investor rather than the 
ratepayer. Also, the commission allowed 
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only 10,000,000 pesos for retirements and 
replacements as compared with the com- 
pany’s book accrual for 1953 of Can $2,- 
869,000—the present equivalent of 36,- 
579,750 pesos. 

An exception to the above picture ap- 
pears to be the case of those companies 
in northern Mexico which buy their power 
from USA sources under dollar con- 
tracts. Following the 1954 devaluation of 
the peso, an emergency decree bypassed 
Article 143 and granted those companies 
provisional adjustments. Those companies 
have been spared the preparation of long, 
detailed studies. 


Impulsora’s Recommendations to 
Government 


| greece operating companies, in 

their replies to the questionnaire of the 
official committee studying the electricity 
problems, joined in a memorandum setting 
forth the minimum requirements for re- 
storing investor confidence. It recommends 
that for rate making the utilities’ properties 
be revalued annually on the basis of an 
especially developed cost-of-construction 
index. It recommends that rates be ade- 
quate to cover debt service and dividends; 
that when tariffs prove inadequate there 
be provision for recouping the deficiency; 
that rate adjustments be made automati- 
cally obtainable without consideration of 
the approved rate of return, although sub- 


rates some power companies turned to the courts for an AMPARO 


Gg “WHEN the national government undertook to regulate utility 


to set aside federal government regulation. The government's 
contention was that the companies were using unrealistic rate 
bases, while the companies contended that the government's 
attempt to regulate rates was unconstitutional.” 
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ject to verification by the Tariff Commis- 
sion; and that definite time limits be set 
for the deliberation of the rate authorities. 
The memorandum also seeks greater free- 
dom of financial reorganization and 
merger; the reconciling of differences be- 
tween the present law and regulations as 
to the life of concessions, etc. 


Fair Rates and Plant Expansion As 
“Monterrey” Sees Them 


N a memorandum submitted to the gov- 
ernment committee studying the electric 
industry, the Monterrey Railway, Light 
& Power Company put fair rate treatment 
ahead of company expenditures for new 
installations. The following is summarized 
from the company’s memorandum. Dur- 
ing 1942-49 the company “‘made important 
investments in its electric system”; but 
since 1950 new investment has been almost 
entirely eliminated. The modifications of 
the electric industry law and regulations 
between 1940 and 1945, including the ta- 
bles of uniform values for the computing 
of rates of return, produced in the indus- 
try “confidence, encouragement, and tran- 
quility.” The changes referred to left the 
companies “always confident that, if the 
moment arrived in which the rate base. . . 
proved unrepresentative of equitable value 
... the authorities would make the neces- 
sary adjustments”; i.¢., leave the compa- 
nies with sufficient earnings to undertake 
necessary new investment. 

In this belief the Monterrey Company 
in 1946 formulated a $6,000,000 5-year 
program of investment. But soon came the 
devaluation of 1948-49, and the company 
applied to the Tariff Commission for in- 
creased rates based on historical dollar 
cost. It asked for rates adequate to pro- 
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duce returns that would attract the neces- 
sary new capital ‘and that such returns 
be continuous and not affected by exchange 
rate fluctuations or other factors beyond 
the company’s control.” Prolonged nego- 
tiation resulted only in the advice that 
neither the law nor the regulations con- 
tained adequate remedies for the com- 
pany’s complaint; that property values for 
rate purposes as to installations dating 
after 1941 had to be calculated in pesos 
and so were not affected by the decline 
in the peso’s foreign exchange value. In 
1951 the company accordingly was granted 
a definitive scale of rates calculated to 
yield it a peso return of 9 per cent before 
taxes. 


bien governmental decision led to the 

present virtual impasse in the relations 
between the company and the government. 
The company terms the government’s 
viewpoint unrealistic and inequitable. “The 
state of depression of the electric industry 
in Mexico,” it says, “and its inability ade- 
quately . . . to supply the services required 
by the public with ever-increasing urgency 
are the direct and unavoidable conse- 
quence of this discouraging attitude.” If 
Mexico’s electric industry is to continue 
in private hands the adoption and main- 
tenance of new standards for its regula- 
tion such as to stimulate investment is in- 
dispensable, the Monterrey utility main- 
tains, whereas actual rate policies consti- 
tute “a serious impediment and an evident 
absurdity.” 

The Monterrey Company contends that, 
from the standpoint of the investor who 
has put dollars into Mexican utilities, the 
chief cause of trouble has been the re- 
peated depreciation of the foreign ex- 
change value of the peso uncompensated 
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New Financing for Mexico 


O* January 3, 1955, Mexlight announced completion in December of a 

one-year 4 per cent $3,000,000 loan from a group of commercial 
banks enabling it to buy back from the Mexican government an equal block 
of the company’s bonds, thereby effecting an interest saving of 2 per cent. 
Participating in the deal were the Chase National Bank, $1,000,000 ; Cana- 
dian Bank of Commerce, $1,000,000; First National Bank of New York, 
$500,000; and Credit Suisse of Zurich, $500,000. With the proceeds the 
company bought back from Nacional Financiera $3,000,000 of its series C 
first mortgage bonds at par “against a repurchase agreement at the same 
price a year later.” The deal ts reported to be extendible. 

Chairman William H. Draper, Jr., announced that the loan was the first 
step toward a financing program in which private banks and the security 
markets in Mexico and other countries would supplement governmental 
sources of credit to finance the utility’s further expansion. Me-xlight paid 
a 25-cent dividend on its common shares December 15, 1954, the first in 
four decades. 











by equivalent increases in the peso rev- equivalent of only $2,536,183, an evapora- 


enues of the companies. In the light of 
the rate base allowed by the government 
the Monterrey Company calculates that its 
actual investments through 1950, totaling 
$6,157,431, because of the peso’s devalua- 
tion, had been reduced by 1954 to the 


137 


tion of 58.8 per cent of the investment. 
For this reason the company has com- 
pletely discontinued new investment. 


c¢ ONTERREY” also contends that the 
Mexican corporation income tax, 
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since it is not counted by the rate-making 
authorities as a legitimate cost of opera- 
tion, constitutes a heavy burden on the 
companies. It argues that this places the 
electric industry in an unfair position vis- 
d-vis other industries in Mexico. Holding 
that private capital, fairly treated, is capa- 
ble of supplying Monterrey—and presuma- 
bly other parts of Mexico—with necessary 
electric installations, the Monterrey Rail- 
way, Light & Power Company recom- 
mends : 


(1) A permanent commission to con- 
tinually study the industry and publish 
annually a revised set of “tables of uni- 
form values” for rate making; and 


(2) A separate commission to com- 
pile annual indexes of the costs of elec- 
trical installations so that the values of 
electric utility properties may be kept up 
to date. 


(3) Allowance of the income tax as 
a cost of operation. 


Also the company adds a word for bet- 
ter treatment of the gas industry, although 
that industry does not come within the 
scope of the official committee addressed 
in the above-cited company memorandum. 


ome to 1932 some electric utilities in 
Mexico fixed their own tariffs without 
government intervention. During the de- 
pression the public complained at the 
“high” rates and mass meetings of protest 
were held in several cities. The problem 
was intensified by the fact that the Ameri- 
can & Foreign Power Company had come 
into Mexico during the booming 1920's 
when it had to pay what later appeared to 
be high prices for the properties it bought 
and was accordingly under the necessity 
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of charging the public rates high enough 
to support the investment. 

When the national government under- 
took to regulate utility rates some power 
companies turned to the courts for an 
amparo to set aside federal government 
regulation. The government’s contention 
was that the companies were using un- 
realistic rate bases, while the companies 
contended that the government’s attempt 
to regulate rates was unconstitutional. 
Later in the 1930’s the Constitution was 
amended making federal regulation pos- 
sible and for Congress to enact provisions 
for regulating the electric light and power 
companies. The law of December 31, 1938, 
covered all the aspects of regulation. It 
contained the basic principle of reasonable 
return on the investment and provided for 
amortization of the properties and their 
surrender to the government upon expira- 
tion of their concessions. 


iy 1941 the law was changed. Since the 

companies and the government had been 
unable to agree on the correct valuation 
of the properties for the purpose of rate 
making, the new law set up a series of 
tables of uniform values. All similar types 
of generating and distributing equipment 
were given a valuation as of 1941. This 
step was intended to cut the Gordian knot. 

Also in 1941 the government created 
the Comision de Tarifas (Tariff Commis- 
sion) to regulate the rates. The commis- 
sion as set up in 1941 was merely a con- 
sultative body. Policy decisions were made 
in the Ministry of Economy. 

The Comision de Tarifas studied the 
situation in such cities as Puebla and, as 
described by one of its employees of the 
period, “started changing the old preju- 
dices.” According to the same source the 
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real work began in 1945, when the com- 
mission became the Comision de Tarifas 
de Electricidad. After protracted studies 
the commission fixed provisional rates for 
a number of companies. For some years, 
starting with 1945, 8-9 per cent was re- 
garded by the government as a fair re- 
turn, with the rate base calculated from the 
tables of uniform values. This percentage, 
as pointed out elsewhere in this article, is 
recognized as too low under today’s con- 
ditions but is raised only under certain 
conditions, after careful consideration of 
each company’s case. 

Only since 1949, when the Tariff Com- 
mission (now called Comision de Tarifas 
de Electricidad y Gas) was taken out of 
the Ministry of Economy and made au- 
tonomous, has that body been more effec- 
tive. In that year it promulgated a rate 
system under which rates to a single user 
fluctuate as the quantity of power used in- 
creases. Up to a certain point the rate 
charged declines as additional power is 
used; but beyond such point the rate goes 
up on the grounds that the company has 
to have additional equipment to supply the 
added power. This recycling type of rate 
applies to only residential and small com- 
mercial users. 


What Happened to Canadian Investments 
In Monterrey Trams and Waterworks 


HE Compania de Tranvias, Luz y 
Fuerza Motriz de Monterrey, a sub- 
sidiary of the Monterrey Railway, Light 


q 


& 


& Power Company of Montreal, was cre- 
ated nearly half a century ago to provide 
the city of Monterrey with electric light 
and power, manufactured gas, tramway, 
and water services. Over the decades the 
experience of the investor in these ven- 
tures may be described as a financial night- 
mare. The tramway service, for example, 
was discontinued in 1932 after the com- 
pany had been operating that department 
at heavy out-of-pocket expense for several 
years and after having unsuccessfully tried 
to obtain from the regulatory authorities 
relief in the form of increased streetcar 
fares. 

To be permitted to shut down this de- 
partment the company had to agree to give 
the municipal government 50,000 square 
meters of land for public use; pay the gov- 
ernment $28,000 and provide the donated 
land with gas, water, and sewage installa- 
tions free of charge; and pay the employees 
$20,000 in severance pay. 


HE history of the investment in the 

water service goes back to 1906, when 
the company under a concession granted by 
the government of the state of Nuevo Leon 
invested $4,000,000 in building a water 
supply and sewage disposal system, includ- 
ing distribution lines for both. The con- 
cession provided that the company be 
guaranteed by the government a gross an- 
nual income equal to 10 per cent of the 
total investment in gold. Any deficit from 
the guaranteed percentage return was to 


“Ir Mexico’s electric industry 1s to continue in private hands 
the adoption and maintenance of new standards for its regula- 
tion such as to stimulate investment is indispensable, the Mon- 


terrey utility maintains, whereas actual rate policies constitute 


‘a serious impediment and an evident absurdity. 
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be made up by the government; but the 
latter, as a quid pro quo, was to receive 
half of anything earned in excess of the 
10 per cent in any year. For the govern- 
ment’s protection in this respect, it was 
provided that an “intervening office” 
would collect the payments from the cus- 
tomers and turn over to the company 
whatever was its due. 


HE revolutions and disturbances of 

1910, 1917, 1924, and 1927 made it 
impossible to build the gross revenues to 
the 10 per cent figure; hence a tremendous 
claim was piled up against the government 
for the difference between the actual peso 
receipts and the guaranteed 10 per cent 
gold/figure. The resultant controversy was 
aggravated by the effects of the depression 
of the 1930’s and continued unsettled un- 
til 1944. At that time the government 
claimed that, since the gross peso receipts 
were in excess of 10 per cent of the origi- 
nal peso (not gold) investment, the com- 
pany was obliged to turn over to the gov- 
ernment half of the excess. To enforce 
its contention, the government ceased turn- 
ing over to the company the receipts col- 
lected by the “intervening office,” with the 
exception of 30,000 pesos a day to meet 
operating expenses. 

Although the company filed an injunc- 
tion suit against the government, the Su- 
preme Court of Mexico ultimately decided 
that the government was acting in its rdle 
as the company’s partner rather than as a 
“constituted authority” and consequently 
denied the company’s petition. Thus the 
company was forced to sell out to the state 
government, from which it obtained $1,- 
700,000, or—as the investors view it— 
$2,300,000 less than had been put into the 
waterworks in 1906 in gold dollars of a 
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much higher buying power than the dol- 
lars received for the works from the gov- 
ernment. Once the waterworks were legal- 
ly in the government’s hands, a 25 per cent 
water tax was levied on all consumers. 


Mexican Telephones 


| Neconanisiosanaeed businessman called my 
attention to the fact that the phone 
company about a year earlier had installed 
automatic service on the promise of a rate 
increase that was still just a promise. As 
a result of the company’s expenditure of 
15,000,000 pesos, residential customers in 
that city were using the most modern 
equipment for unlimited service at a 
monthly cost of only 15 pesos, equivalent 
today to $1.20. 

With the merger of its two predecessor 
companies in 1950 there since has been 
only one major phone company in Mexico, 
Teléfonos de México, S. A. Approxi- 
mately seven other and much smaller com- 
panies operate in the country. Of the 330,- 
500 telephones served by Teléfonos de 
México, about 74 per cent have automatic 
service. About 150,000 applications for 
new service are on file. Lack of capital 
prevents the company from promptly at- 
tending to these applications. While at- 
tempts to raise some capital locally have 
met with moderate success, the chief de- 
terrent to additional private investment in 
the company is the low rate structure and 
the uncertainty as to adequate rate treat- 
ment by the government in the indefinite 
future. 

G. Hugo Beckman, managing director 
of Teléfonos de México, during an inter- 
view observed that the company’s rates are 
believed to be the lowest in the world. In 
Mexico City, for unlimited service the resi- 
dential rate is 15 pesos ($1.20) a month, 
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Real versus Estimated Return 


ei SRE of the inadequacy of past rate increases to compensate 

for higher fuel and ltke costs is the increase granted to Me-clight in 

October, 1953. This was supposed to give Mexlight a net return of 8 per 

cent. It actually yielded closer to 6 per cent, because the Tariff Commis- 

sion arbitrarily set aside certain expenses as to be borne by the investor 
rather than the ratepayer.” 








and the commercial only 30 pesos ($2.40). 


It is small wonder that the lines are over- 
loaded and the service at times very poor. 
During certain hours of peak traffic it is 
virtually impossible for subscribers in cer- 
tain areas of the capital to get a connection. 
Most businesses, therefore, have more than 
one phone, but this only adds to the com- 
pany’s burdens. 


r seeking investors for its shares and 
bonds in Mexico, Teléfonos de México 
calls attention to the 10 per cent dividend 
it has been paying since 1950. But foreign 
investors know that this is based on the 
peso valuation of the company’s assets, un- 
adjusted for the effects of peso devalua- 
tion. 


Teléfonos de México is capitalized at 
250,000,000 pesos. The chief stockholders 
are L. M. Ericsson of Stockholm and 
IT&T of New York. About 10 per cent of 
the stock is owned by approximately 10,- 
000 residents of Mexico. | ‘‘Due to lack of 
capital the company cannot now expand, 
improve, or develop its activities,” Mr. 
Beckman stated. Discussing the prospect, 
he continued : 


Early this year we applied to the Min- 
istry of Communications for increased 
rates, and these are expected to be in 
effect by January, 1955. The residential 
rate will be increased from 15 to 25 
pesos and the commercial rate from 30 
to 45 pesos, with allowance of 150 and 
300 calls per month, respectively. Each 
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additional call will cost 15 centavos, 
equivalent to two cents. 

Application for rate increases must 
be made to the Ministry of Communica- 
tions. There is no automatic provision 
to raise rates as costs go up. After appli- 
cation is made, the authorities study the 
company’s financial position. The study 
may take six months or a year, and its 
outcome is unpredictable. 

The government is contemplating a 
revaluation of the phone company’s 
plants to allow for the effects of the peso 
devaluation of April, 1954. Such revalu- 
ation should improve our position. We 
find the Mexican government more un- 
derstanding of the problems of the pub- 
lic utility companies than formerly was 
the case and therefore expect that, with- 
in two years, the country’s phone service 
will be considerably improved. 


nie light is thrown on the com- 
pany’s problems by the 1953 annual re- 
port of Teléfonos de México. In 1953 the 
company added 12 per cent to its invest- 
ment, an increment of more than 68,000,- 
000 pesos. Only part of this could be satis- 
factorily and definitely financed. Some 
48,000,000 pesos were financed by short- 
term credits from equipment manufac- 
turers, bringing total indebtedness to those 
concerns to nearly 105,000,000 pesos. Re- 
ceipts from the tax on phone service en- 
abled the government between April, 1952, 
and the end of 1953 to turn over to Telé- 
fonos de México some 29,000,000 pesos, 
all of which had to be applied toward re- 
demption of a 34,000,000 peso loan made 
to the company in 1951 by Nacional Finan- 
ciera, the government’s investment bank. 

Under the necessities of the situation 
the government, as in the case of the elec- 
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tric industry, in 1953 proposed to Telé- 
fonos de México a financing plan which 
would compel phone subscribers to help 
finance needed expansion. Preferential 
treatment would be given applicants for 
new phone services who buy company 
stock and bonds. In an agreement worked 
out with the Ministry of Communications 
over a long period, the company has under- 
taken to establish 25,000 new stations per 
year over the next five years, contingent on 
its selling the necessary stocks and bonds. 
The government has undertaken to insure 
the success of the scheme from its end. 
New subscribers are to be required to buy 
an equal amount of common stock and 
bonds on a scale still to be determined. 
The company’s annual report adds: 


The federal government assumes the 
obligation of assuring the company rev- 
enues which shall produce a reasonable 
profit, including the payment of ade- 
quate dividends, and stimulate the in- 
vestment of new funds necessary to con- 
tinue the improvement and development 
of the service, and to this end will ap- 
prove new tariffs at the latest by the end 
of the current year. 


i bow government also has undertaken to 
provide the company long-term loans 
from the telephone tax proceeds, plus a 
20-year 8 per cent loan of 60,000,000 
pesos. But—the annual report observes— 
success will depend on the adequacy of the 
return to the investors and their confidence 
that the return will be assured for the fu- 
ture. “There is only one way to guarantee 
the return necessary to attract new capital 
and that is an adequate tariff policy on the 
part of the authorities.” 
The company’s application for in- 
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creased rates has been pending since May, 
1953. Its new automatic service in Monter- 
rey has been at work since October, 1953. 
The amount of the rate increase promised 
for January, 1955, will provide a clew as 
to the outlook for the phone companies. 


Conclusion 

. ee rate increase granted Mexlight in 

1954 has received a warm welcome 
not only from the company concerned, but 
also from the World Bank, which has a 
large stake in the company and in Mexico. 
George S. Messersmith, former U. S. Am- 
bassador to Mexico and now honorary 
chairman of Mexlight, states that the elec- 
tricity problem is being attacked more real- 
istically in Mexico than in any other Latin 
American country. Former U. S. Treas- 
ury Secretary John W. Snyder, now a 
Mexlight director, is definitely optimistic. 
He states: 


I am tremendously pleased with the 
very apparent indication of more thor- 
ough co-operation between the govern- 
ment of Mexico and private capital in- 
vested in that country. The very fact 
that President Ruiz Cortinez, Finance 
Minister Carrillo Flores, and Minister 
of Economy Loyo entered so enthusias- 
tically and sincerely in the inauguration 
ceremonies of the 45,600-kilowatt Mex- 
light hydroelectric plant at Patla in Oc- 


tober was most reassuring. The recent 
rate increases to meet additional costs 
of power generation and distribution, 
which were worked out by Messrs. 
George Messersmith, William H. 
Draper, and Gustave Maryssael of Mex- 
light with the government, have fur- 
ther strengthened my impression that the 
Mexican government intends to encour- 
age greater use of private funds in in- 
dustry. 


On the other hand, an official of another 
utility in Mexico terms the government’s 
policies as still unrealistic, with none of 
the companies, not even Mexlight, receiv- 
ing an adequate return. Either the govern- 
ment will have to allow the companies a 
return of 9 per cent of their “real values” 
after taxes, he states, or it will have to 
nationalize the industry. A decision in 
1955 is necessary. “As it is,” that business- 
man adds, “the three major companies are 
facing a salvage operation. ” 


| all this the investor is not the only one 

who has a stake. The U. S. taxpayer is 
involved. He is concerned with the pros- 
perity and stability of our southern neigh- 
bor and his credit is being increasingly used 
to finance Eximbank activities and make 
possible the work of the World Bank. 
There still is room for vast improvement in 
Mexico’s treatment of utilities. 





66 HOPE no one will accuse me of special pleading when I point 

out that public works must be paid for always out of taxes. 
These taxes fall as a heavy burden on all those who are employed; 
and furthermore they act as a powerful depressant upon the entire 
economy. Thus they tend to diminish the total number of permanent 
jobs and to delay the creation of new ones. But with private works, 
it is just the opposite. They do not eat taxes; they pay them—thus 
lightening the burden on their fellow men.” 


—BENJAMIN F. FAIRLEss, 


Chairman of the board, United 


States Steel Corporation. 
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Rift on Producer Controls 


AY idea that there was a closely knit 
unity of viewpoint in the gas indus- 
try on exempting producers from FPC 
regulation was pretty well exploded by the 
gas utility counsel at the recent FPC hear- 
ings on proposed rate-making rules. The 
gas utilities, or some of them, indicated 
that they were not only in favor of regulat- 
ing the rights in producers’ rates for gas 
to pipeline companies, but were even in 
favor of more definite restrictions. 
Randall J. LeBoeuf, Jr., counsel for 
Consolidated Edison Company of New 
York, Inc., on the second day of the hear- 
ings said that producers’ rates ought to be 
kept at existing levels to prevent eastern 
seaboard natural gas distributing markets 
from being “completely strangled.” He 
urged the FPC to declare all automatic 
price clauses in producers’ contracts as il- 
legal. The Consolidated Edison lawyer 
made no distinction between various types 
of escalator clauses or favored nation 
clauses for automatic increases. He said 
that they all contributed to a “wave effect,” 
in which a single raise in the production 
field triggers off a series of price increases 
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Washington and 


the Utilities 


ultimately affecting the gas consumers 
served by the distributing utilities. 

Along the same line, Edwin F. Russell 
of the Brooklyn Union Gas Company told 
the FPC that the mere adoption of “con- 
tract prices” as reasonable would amount 
to “no regulation at all.” 

One interesting suggestion from the 
viewpoint of the distributing utilities came 
from J. David Mann, Jr., counsel for the 
United Gas Improvement Company of 
Philadelphia. He said that if the FPC 
would establish a judgment price range 
(minimum or base price and maximum) 
for a given area, it would divide the 
natural gas production regions into a fair 
and orderly cost pattern. He said that the 
Texas Railroad Commission has estab- 
lished comparable “area pricing”’ districts. 

Other distributing utility counsel at- 
tacked so-called “‘arm’s-length’”’ contracts 
between producers and pipeline companies 
as unrealistic and all seem to be very 
critical of any type of automatic price ad- 
justment by virtue of contract. 


The Producers’ Arguments 


a the first day of the FPC hear- 
ings (January 11th) counsel for the 


WASHINGTON AND THE UTILITIES 


producers hit hard at orthodox rate regula- 
tion as a vehicle for extending the FPC’s 
control by way of carrying out the man- 
date in the Phillips Petroleum decision. It 
was the attorney for the Phillips Petro- 
leum Company, Rayburn L. Foster, who 
declared that neither the Supreme Court 
nor Congress has authorized or instructed 
the FPC to reduce prices. He warned that 
any such reduction in the production level 
simply for the sake of a rate reduction at 
other regulatory levels would hinder ex- 
ploration for needed new reserves and re- 
sult in less gas being available for inter- 
state commerce. He said that only where 
there is a clear showing, based on persua- 
sive evidence that producers’ prices are un- 
just and unreasonable can there be any 
justification for price cuts by the FPC. 

Both Foster and David Searles, at- 
torney for the American Petroleum Insti- 
tute and eight other oil and gas groups, 
urged the adoption of the arm’s-length 
“contract price” as the proper and fair 
way of extending FPC jurisdiction over 
the producers. 

The producers’ attorneys generally con- 
tended that sales prices resulting from 
contract bargaining are truly competitive 
and that the conventional rate base ap- 
proach for fixing such prices is inap- 
propriate and unsuitable. Searles urged the 
adoption of the contract price as a fair 
showing of producers’ rates by the FPC, 
providing the commission is satisfied com- 
petitive conditions have been met. 


HE producers’ attorneys encountered 

some challenging comment from the 
commissioners. Chairman Kuykendall 
pointed out that FPC regulation of pro- 
ducers’ prices must be based on sound 
economics, as well as comply with formal 
requirements of the law. Commissioner 
Draper indicated that the producers’ coun- 
sel might be falling into the temptation of 
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rearguing the merits of the court’s de- 
cision in the Phillips Case. 

Judging by the expressed views of some 
of the commissioners, there have been in- 
dications that the FPC leans toward the 
so-called “fair field price” as an initial ap- 
proach to regulation of rates charged by 
independent producers. While spokesmen 
for the producers admitted that this 
method would be preferable to either 
original cost or reproduction cost rate 
base methods, they complained that the 
weighted average upon which the fair field 
price is based is far below the current 
average or “going price” in intrastate com- 
merce. 

The position of a group of Middle At- 
lantic consumer states (Virginia, West 
Virginia, Maryland, and the District of 
Columbia) also reflected some reservation 
if not uncertainty over the problem. The 
argument of Jerome M. Alper of the 
Washington bar, the joint counsel repre- 
senting these state commissions, stressed 
the immensity of FPC’s difficulties that 
would be involved if the commission 
should adopt either the orthodox regula- 
tory formulas or attempt short cuts via 
the “field price” approach. The joint 
counsel came to no specific conclusion with 
respect to any of them. 

Instead, the FPC was urged to launch 
an exhaustive study of the problem to de- 
velop more facts before determining any 
set policy. 


Legislative Strategy Planned 


i pares Congressmen from the gas- 
producing states, notably Representa- 
tive Harris (Democrat, Arkansas) and 
Representative Ikard (Democrat, Texas), 
made early announcement of their willing- 
ness to introduce legislation to amend the 
Natural Gas Act so as to exempt producers 
from the FPC’s jurisdiction. This, in ef- 
fect, would nullify the Supreme Court’s 
decision in the Phillips Case. But the 
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strategy of the advocates of such legisla- 
tion seems to be trending towards more 
“neutral” sponsorship—preferably some 
Senator or Congressman from a so-called 
“consumer” state. 

The immediate outlook is for early 
progress to be made in the House where 
Representative Priest (Democrat, Ten- 
nessee) is chairman of the House Inter- 
state Commerce Committee. This is the 
committee which would handle the legis- 
lation. Chairman Priest had a bill of his 
own on this subject, similar to the old 
Kerr Bill which passed Congress in 1950 
and was vetoed by former President Tru- 
man. 

Chairman Priest says he has not 
changed his position of opposition to FPC 
regulation of the gas producers and gath- 
erers. Priest plans to have full committee 
hearings so as to speed up the legislative 
process, which might otherwise be delayed 
if it followed the usual channels of sub- 
committee hearings. ““As controversial as 
this bill is,” Priest said, “I would be in- 
clined to think that the full committee will 
want to hear the testimony instead of leav- 
ing it up to a subcommittee.” 

Over in the Senate, such a measure 
faces a less sympathetic Interstate Com- 
merce Committee, headed by Senator 
Magnuson (Democrat, Washington), who 
has committed himself in the past to op- 
position to the proposed amendment. 


ig producers, meanwhile, have 
launched a nation-wide campaign to 
gain wide support for legislation in the 
present Congress to get around the Phillips 
Petroleum decision. The industry’s ‘“‘edu- 
cational” story will be directed particular- 
ly toward consumers in an effort to con- 
vince them that an assured future supply 
of natural gas can be guaranteed only by 
competitive, unregulated production. The 


industry is prepared to spend $1,500,000. 
It is headed by L. F. McCollum, president 
of Continental Oil Company, who is 
doubtful about chances for such legislation 


this year. 
5 


The Dixon-Y ates Fight 


 pemascmniin foes of the Dixon-Yates 
contract to have private utility in- 
terests build a power plant to supply TVA 
from West Memphis, Arkansas, are dop- 
ing out strategy. They had only until 
February 15th to put pressure on the AEC 
to withdraw from the contract without 
paying a penalty. Representative Holifield 
(Democrat, California) indicated that 
there would be a joint resolution, avoiding 
the necessity for the President’s signature 
to revoke the contract. But it is doubtful 
if this would even command a majority in 
both houses. 

Chairman Anderson (Democrat, New 
Mexico) has hinted that his congressional 
Joint Atomic Energy Committee would 
get an investigation under way not only of 
the Dixon-Yates contract but two previous 
AEC contracts directly with private utility 
interests for power plant supply. There 
were also heard reports of a much more 
debatable move to have the Joint Com- 
mittee rescind the waiver of a 30-day re- 
view of the contract which was adopted 
by the committee of the 83rd Congress last 
fall. 

Foes of the contract are not in entire 
harmony as to the basis for their criticism, 
however. It was disclosed that there were 
two minority reports stemming from the 
old Joint Committee’s action—some of the 
Democratic members being unwilling to 
go along with the more radical criticism 
(much more voluminously expressed) ina 
100-page dissent sponsored by Represent- 
ative Holifield. (See, also, page 161.) 
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Wire and Wireless 


Communication 


FCC to Consider Rules for 
Private Microwave Systems 
howe FCC will probably start hearings 

in the near future on proposed rules 
for the use of microwave frequencies for 
communications services. Actually, there 
are three separate proceedings pending 
concerning this problem. One involves the 
state of California, which has petitioned 
the commission for authority to use cer- 
tain frequencies for the operation of its 
statewide interagency communications 
services without restriction. At present, 
frequencies assigned to state agencies, such 
as the police department, may be used only 
for the business of the agency. California 
would like to combine all frequencies and 
use them for any of the state’s business. 
So far, the FCC has not scheduled hearings 
on California’s petition. Telephone com- 
panies, fearful that indiscriminate use by 
the state of radio frequencies might lead 
to the eventual establishment of a state- 
run telephone system, intervened in oppo- 
sition. 

Two other pending matters before the 
FCC involve use of intrasystem communi- 
cations service by private industries, on 
the one hand, and on the other, by the 
common carriers themselves. The commis- 
sion has been collecting information on the 
use of such systems from both private 





industries and telephone companies for the 
last year. Up to now, use of intrasystem 
communications systems has been in the 
developmental stage, operating on tem- 
porary rules. The next steps before the 
FCC are designed to establish permanent 
rules. 

The telephone company rules will prob- 
ably have to await FCC action on the “non- 
common carriers.”’ Last December, the 
central committee on radio facilities of the 
American Petroleum Institute, in co- 
operation with other groups representing 
present users of private microwave sys- 
tems, submitted its analysis of the problem 
to the FCC. 

The API’s committee report indicates 
that the growth of private microwave sys- 
tems has by no means reached a saturation 
point. It predicts that their usage will at 
least double within the next five years. 
The FCC was urged to establish rules con- 
cerning engineering standards promptly, 
in accordance with the views of private 
users obtained by means of a questionnaire 
circulated by the API. Replies to the ques- 
tionnaire indicated universal agreement 
among users that FCC licenses should (1) 
specify the radio frequency, but (2) not 
require any listing as to the use to be made 
of portions of the band width. There was 
also general agreement that the band 
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width authorized should be the full band 
width to be used in the beginning. Users 
feel that the selection of the band should 
be on the basis of the band width required 
rather than on whether the system is a 
short-haul or long-haul system. The report 
noted, in addition, that very considerable 
expansion of the usage of remote control, 
for long-distance metering and other pur- 
poses, facsimile transmission, and indus- 
trial TV is contemplated by present users. 


* 
W estern Union Introduces 


Ticketfax 


gare type of electronic facsimile sys- 
tem, called Ticketfax, which will 
speed up and help revolutionize railroad 
reservation and ticket-selling service, is 
now being installed by Western Union 
Telegraph Company. The Ticketfax 
flashes Pullman and reserved seat coach 
tickets from one railroad station to an- 
other and provides them almost instan- 
taneously to customers at the ticket coun- 
ter. First installations of the system are 
being made in a modern ticket and reserva- 
tion office to be opened shortly by the 
Pennsylvania Railroad in Philadelphia 
and in the modern office opened recently 
by the New York Central Railroad in 
Cleveland. 

The new facsimile system, which de- 
livers a ticket in eight seconds, will speed 
up ticket sales not only at railroad central 
bureaus, but also, through fast transmis- 
sion, at other stations, ticket offices, and 
large companies in their areas. Use of the 
Ticketfax will permit travelers who walk 
into the center of the city or outlying rail- 
road ticket offices and ask for reservations 
to be quickly handed facsimile duplicates 
of tickets for their use on trains, while the 
originals are miles away at the main of- 
fice. Mechanization of ticket deliveries at 
the central bureaus will also enable the pub- 
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lic there to obtain reservations with speed, 
ease, and convenience. 

To send a ticket a railroad employee in 
the central bureau merely places it on a 
machine. The transmitter automatically 
wraps the ticket around a transparent 4- 
inch drum which revolves 1,800 times a 
minute, or five times as fast as standard 
facsimile equipment. An electric eye scans 
the ticket as it revolves and sends impulses 
over the wire. At the counter of the main 
ticket office or at a distant station, a re- 
volving drum moves laterally past a stylus 
which conveys the arriving impulses to 
electro-sensitive recording paper. Seconds 
later the ticket is ejected by the machine 
and is handed to the passenger. 


, > meet demands for such a system, 
Western Union engineers made it one 
of the fastest developments in the country’s 
history. Less than one year ago, the ma- 
chine was only an idea. All research, de- 
velopment, building of models, testing, 
preparation of drawings and specifications, 
manufacturing, and now commercial use, 
were packed into one year. 

Ticketfax is Western Union’s newest 
type of leased private wire system. This 
latest Western Union development is a 
“son” of Western Union’s Intrafax, with 
which companies in many industries are 
eliminating communications bottlenecks in 
their internal correspondence. By speeding 
messages and forms of all kinds between 
buildings, departments, and branches of 
large companies, Intrafax has become a 
valuable new tool, speeding and making 
more efficient the operations of many or- 
ganizations. 

° 


FCC Chairman Calls for 
Minimum Regulation 


MERICA’S communications agencies are 
policing themselves so well that they 


WIRE AND WIRELESS COMMUNICATION 


deserve—and require—only a minimum 
amount of governmental regulation in the 
opinion of the new chairman of the Fed- 
eral Communications Commission. George 
C. McConnaughey, named by President 
Eisenhower to the FCC chairmanship last 
September, delivered his theory on gov- 
ernment controls in a recent address be- 
fore the Southern California Broadcasters 


Association. 
¢ | FAVOR as few government controls as 
possible, consistent with the public 
interest,” McConnaughey said. “TI believe 
in a minimum amount of regulation. 
Within the bounds of public interest, com- 
petitive free enterprise is what we should 
have in this country. I have confidence in 
the communications industry, in radio, and 
in television. 

“The industry has made great strides 
in carrying out its great responsibilities 
for public service. Regulations should 
come into the picture only when industry 
does not perform its job.” 

In an earlier interview, McConnaughey 
expressed the belief that the television 
field is not filled by a long way. “There are 
still a lot of places where the people ought 
to have TV service,” the FCC chairman 
said, “and there still are a lot of vacancies 
for educational TV. The commission is 
holding these in reserve, for it feels growth 
in the educational field will be quite slow 
because of high costs.” 

The commission plans to start hearings 
soon on rules for so-called subscription 
television, McConnaughey revealed. A 
proposal now before the FCC would au- 
thorize the sending out on an exclusive 
or closed circuit basis television programs 
which subscribers would pay for on a 
monthly or some other periodical basis. 
Those television fans, willing to pay for 
superior TV presentations, could do so 
without the interruption of commercial 
advertising. 
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HE reaction of the motion picture in- 

dustry to this proposal promises a 
lively hearing when the matter comes be- 
fore the commission. Representative Hin- 
shaw, Republican of California, has al- 
ready introduced a bill in the new Congress 
which would amend the Federal Com- 
munications Act so that any television 
broadcasting on a paid subscription basis 
would have to be regulated as a “common 
carrier” just like telephone and telegraph 
companies. Most of the country’s motion 
picture theater owners have banded to- 
gether to oppose subscription TV when 
the hearings begin. Calling themselves the 
“joint committee on toll-TV,” the group 
denies contentions by the Zenith Radio 
Corporation and others in favor of sub- 
scription TV that commercial TV is not 
now “free” because the public pays for 
what it sees advertised on the screen. 

The “obvious answer” to this, say the 
theater owners, is that the public is not 
required to buy advertised products. Fur- 
thermore, “commercial television as we 
know it today is as free as a public park 
where popcorn is sold; the patron may 
visit the park free of charge without buy- 
ing the popcorn unless he wants to. The 
theater owners argue that many TV set 
owners, who have bought their sets on the 
instalment plan with the understanding 
they will not have to pay anything for pro- 
grams, would raise a “hue and cry” if the 
FCC permitted programing on a subscrip- 
tion basis. 

The joint movie committee, whose mem- 
bers own about 75 per cent of the nation’s 
16,000 motion picture theaters, is made up 
of Allied State Associations, Theater Own- 
ers of America, Texas Drive-in Theater 
Owners of Texas, Southern California 
Theater Owners Association, Kentucky 
Association of Theater Owners, Independ- 
ent Theater Owners Association of New 
York, and Metropolitan Theater Owners 
Association. 
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Consolidated Edison Plans 
Full-scale Atomic Power Plant 


oe. Lewis L. Strauss, chairman 
of the Atomic Energy Commission, 
recently requested proposals from private 
companies by April Ist for constructing 
atomic power reactors. Companies sub- 
mitting acceptable proposals will qualify 
for federal co-operation and assistance 
“within the limits of available funds.” 
This was the commission’s first public an- 
nouncement of plans to implement the 
Atomic Energy Act of 1954. In studying 
the proposals, the chairman said the com- 
mission would employ five basic criteria: 


1. The probable contribution of the 
proposed project toward the eventual 
achievement of economically competi- 
tive power. 

2. The cost to the commission. 

3. The risk to be assumed by the 
private interest. 

4. The competence and responsibility 
of the private interest. 

5. The assurance given by the private 
company against abandonment of the 
project. 


According to Dow-Jones, the AEC has 
now promised private atomic power pro- 
ducers a 7-year guaranteed price for the 
plutonium which would be turned out as 
a by-product. If the price is high enough, 


FEBRUARY 3, 1955 


150 


Financial News 
and Comment 


By OWEN ELY 


this would greatly facilitate building of 
new plants, particularly in areas like New 
England where fuel costs are high. The 
AEC would also sell or lease uranium, 
thorium, and heavy water to the utilities, 
or lease processed uranium and plutonium, 
at “fixed” prices (subject only to change 
with the general price level). These steps 
are necessary to enable the utilities to esti- 
mate the cost of producing atomic power. 


po promised advantage is the 
loan (free of charge) of enriched 
uranium which may be tied up in the 
power plants, with the utility paying the 
AEC only for uranium actually used up. 
The AEC would also continue to give the 
utilities the benefit, without charge, of cer- 
tain types of research and development 
work, while on the other hand it would 
agree to pay the private companies for any 
technical and economic data resulting from 
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the project. All these advantages would, 
of course, be incorporated in contracts, 
after proposals have been submitted. 

However, a minor controversy has now 
arisen as to whether the schedule of prices 
which has been set by the AEC on various 
nuclear materials should merely be given 
confidentially to selected and “properly 
cleared” utility executives or whether it 
should be disseminated more widely. Sena- 
tor Anderson, prospective head of the 
Joint Congressional Atomic Energy Com- 
mittee, thinks the prices should be made 
public, presumably so that all the utilities 
would have ready access to the informa- 
tion instead of merely a small group. Such 
a release would seem almost essential if 
the April Ist deadline for proposals set by 
Admiral Strauss maintained, since 
formal “clearance” of numerous utility 
officials by the FBI or some other agency 
might take considerable time and might 
also dampen the enthusiasm of some utili- 
ties to make proposals. 


is 


we to the passage of the Atomic 
Energy Act, Duquesne Light had ar- 
ranged to construct a 60,000-kilowatt 
plant with the financial aid of the AEC 
and the engineering know-how of West- 
inghouse Electric. A number of other 
utilities also joined research teams with 
industrial companies such as Dow Chemi- 
cal, Monsanto Chemical, Bechtel Corpo- 
ration, etc. (as formerly described in this 
department), but as yet no very definite 
construction projects have resulted from 
these studies. In New England, however, 
a group of utilities several months ago 
formed the “Yankee Atomic Electric 
Company” to construct a moderate-sized 
atomic plant. ( Monsanto Chemical, which 
was formerly teamed with Union Electric 
of Missouri in a study project, is now re- 
ported aiding the Yankee plans.) Recent- 
lv, American Locomotive Co. was selected 


151 


from 18 competitors to build an experi- 
mental 2,000-kilowatt “package” nuclear 
power unit which can be disassembled and 
flown to remote military bases. 


_ days before Admiral Strauss’ 
statement, Consolidated Edison 
Company of New York had announced 
that it was planning to construct a full- 
scale atomic power plant on a commercial 
basis; %.e., without financial assistance 
from the commission. For this purpose it 
has enlisted the services of General Elec- 
tric and Westinghouse Electric, and Vitro 
Corporation of America has also been en- 
gaged as a consultant. Substantial acreage 
on the Hudson river, near Peekskill, was 
recently acquired as the site of a future 
generating plant, and its suitability for lo- 
cation of the atomic plant is being studied. 
Consolidated Edison has not yet asked the 
AEC for a license under the 1954 act. 

One of the major problems to the utility 
companies, the importance of which has 
not been fully realized until recently, is 
the desirability of obtaining specialized in- 
surance for atomic power plants. A reac- 
tor explosion, while doubtless an extreme- 
ly remote possibility, in view of the many 
safety devices developed by the AEC, 
would raise additional problems of ex- 
tensive damage suits, plus the job of 
“decontaminating” structures within the 
vicinity of the explosion. The recent ad- 
dress by George L. Weil (formerly con- 
nected with the AEC) before the Atomic 
Industry Forum regarding the potential 
effects of such an incident stressed the 
complications along this line. 

In this connection it is interesting to 
note that the preliminary prospectus of 
Duquesne Light Company, in connection 
with the current offering of its preferred 
and common stocks, states on page 9 un- 
der the heading Nuclear Power Plant, that 
“In both the contract and the lease, the 
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government indemnifies the company 
against loss, damage, or liability, not com- 
pensated by insurance or otherwise, aris- 
ing out of the hazardous properties of 
source, special nuclear or radio-active 
materials.” 


Services Incorporated) totaled $4.1 bil- 
lion compared with $4.3 billion in 1953. 
Total financing by electric utilities ran 
slightly lower than in the previous year, 
and that of gas utilities a little higher, 
while telephone financing declined about 


¥ one-quarter. Breaking down the total 

$4 pe aE ge lity Financing amount by purpose of financing, it appears 
] . that refunding operations accounted for 

n 1954 over one-quarter of the total financing as 


. utility financing in 1954 (see 


compared with a negligible amount in 
1953. “‘Divestments” remained around the 
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Utility Company Common Stocks ........... Rie, VIE Te MOO. icin osc cee swine’ 6 Dec. 
Monthly Review of Utility Developments ....Josephthal & Co. ............. cece ee eee 2 Jan. 
Public Utilities Bulletin .... 2.2... cscesveese aqStinats, PMO NSOL. 54 5c os nas ie ce ees 10 Jan. 

Other Bulletins on General Topics 
Public Utility Common Stocks ............. RR: WW. eeresaprec Wr ASO; sc. sense sos 6 Nov. 
Dynamic Growth Prospects of 

PAeciaC WHY ANGUSITY 5.00.66. cs eee eee Cocca? ce © OW Oa aa Ce er 11 Nov. 

Plectric Utility Industry ... .....0...000 005 CO ee OS. a, Co 5 Nov. 
Electric Utility Company Common Stocks ...Smith, Barney & Co. ...............55. 6 Jan. 
Four California Water Companies .......... ORES. oa caus ien outs onsets 6 Dec. 
Plecthie Power TOGUSHTY 6... nck ssccccwaee Oe gc gic) al ©: i ae iri 4 Nov. 





*Similar lists appeared in the November 11th, July 22nd, and March 18th issues of 1954; also in preceding 
years. ‘ 
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nominal level. Analyzing total new money 
financing: Sales of bonds and debentures 
ran about one-third lower than in 1953, 
preferred stocks were nearly the same 
amount, and common stock financing was 
down over 40 per cent. 

Turning to the type of financing, the 
amount of securities sold to the public 
through competitive bidding increased 
about one-half and the amount of nego- 
tiated sales nearly doubled, while on the 
other hand sales through subscription 
rights declined 60 per cent and private 
sales declined about one-half. The sub- 
stantial drop in subscription financing was, 
however, accounted for by the fact that 
American Telephone and Telegraph did 
not issue any rights to convertible deben- 
tures in 1954 as it had done late in 
1953; adjusting for this fact, the decline 
was only 12 per cent. 

Comparing electric utilities’ financing 
for the two years, the differences were 
less marked. Negotiated sales to the pub- 
lic increased from $196,000,000 to $308,- 
000,000 but, on the other hand, negotiated 
subscription offerings to stockholders 
dropped from $203,000,000 to $95,000,- 
000. The amount of private financing de- 
clined sharply. 


_ the decline in new money 
financing for 1953 was offset by the 
substantial amount of refunding opera- 
tions. At the present time the bond market 
is a little easier, possibly due to the big 
volume of municipal and turnpike financ- 
ing, as well as the slight tightening of 
money by the Federal Reserve System. 
This may serve as a temporary check on 
utility financing. One important preferred 
stock issue, that of Public Service Electric 
& Gas, was recently postponed because 
market conditions were not “right”; and 
institutional buyers again showed their re- 
luctance to go through a 3 per cent yield 
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basis, the offering syndicate having to re- 
duce the Aaa-rated Duke Power 3s to par 
(from 100.751) before the issue could be 
cleaned up. 

A number of electric utility companies 
have indicated that they do not expect to 
do equity financing this year, while in 
other cases such financing will be of 
smaller dimensions than in previous years. 
The extra cash obtained from tax savings 
resulting from accelerated amortization is 
a factor, of course. 

» 


Public Financing for Public 
Power 


HE Eisenhower administration, while 

proposing large hydro developments 
on the upper Colorado river, seems anx- 
ious to relieve the Treasury Department 
of the burden of financing continued 
power expansion in other fields. This 
policy has provoked a storm over the 
Dixon-Yates proposal. But TVA needs 
much further expansion, as indicated in its 
twenty-first annual report, just released. 
TVA’s difficulties spring from the sharp 
increase in the demands of the Atomic 
Energy Commission and other defense 
agencies, which now take over one-third 
of its total output and by next year may 
require one-half. This does not leave 
enough power for expanding civilian de- 
mand. Increased steam capacity now un- 
der construction will leave only a narrow 
margin over total requirements at the end 
of 1956, it is said, but Congress has re- 
fused to supplv funds for new steam plants 
after that year. 


> 
A Valuable Utility Chart Book 


; . BASCO SERVICES INCORPORATED has is- 
sued an interesting 63-page book of 
colored charts of statistics on economics 
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and the utility industry. These are pre- 
sented in six groups: general economics, 
utility financing, electric utility service, 
electric companies, natural gas, and gov- 
ernment as an electric power producer. 

The first section portrays the growth of 
our gross national product per capita dur- 
ing 1929-54, electric revenues as a per cent 
of gross national product, and the growth 
of consumer credit and personal savings 
as compared with personal income. The 
changing value of the consumer’s dollar 
from par in 1913 to 37 cents at present is 
noted. Other topics shown graphically are 
the growth of per capita income in 1913 
dollars, the gain in circulation of money 
since 1890, sectional changes in popula- 
tion and income payments, expenditures 
for research in the United States, and the 
trend of population from 1880 to 1955— 
with a forecast that it may reach 200-220,- 
000,000 by 1975. 


r the section on financing the yield 
trends on utility bonds of various rat- 
ings are compared with Treasury bond 
yields by months for the last five years. Of- 
fering yields on new A-rated bonds sold by 
electric utilities in 1950-54 are compared 
with the contemporary average yields for 
all outstanding A bonds. It is interesting 
to note that in a period of rapidly rising 
money rates such as the first half of 1953, 
the yields on new issues may run far higher 
than the quoted rates on old issues, and 
conversely (though in less degree) the 
yields on new issues may drop lower than 
the averages when money rates are declin- 
ing, as occurred in early 1954. Other charts 
show the changing yields on preferred 
stocks and common stocks over the past 
five years, and the composition of new 
money financing by electric utilities over 
the past five years. 

Under the section on electric utility 
service, the total capability, peak de- 
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mand, and average demand (all in kilo- 
watts) are shown for 1902-54. This chart 
indicates the heavy margin of reserve ca- 
pacity during the early 1930's, the gradu- 
ally narrowing reserve during 1935-53, 
and the substantial. gain in 1954. It also in- 
dicates the rather sharp rise in peak de- 
mand compared with average demand, in 
recent years. The proportion of hydro and 
steam generation in 1950-54 is shown, and 
a breakdown by federal, private, and mis- 
cellaneous utilities. Other charts show sales 
of electricity to ultimate consumers and 
residential rates and usage since 1913. The 
percentage division of sales between classes 
of consumers is projected through 1970. 
Peak demand per capita is also shown from 
1914 to date and projected through 1964 
at an accelerating rate. Various graphic 
forecasts as to future electric capability 
and generation are shown. Hydro capacity 
in various sections of the U. S. is charted, 
showing that only 31,000,000 kilowatts 
have thus far been developed compared 
with 86,000,000 kilowatts potential. Sev- 
eral charts are presented on atomic 
energy. 

Under the heading electric companies, 
construction expenditures for 1925-54 are 
shown and additions to capability. pro- 
jected through 1957. The average age of 
steam-generating capacity, and the increas- , 
ing efficiency of fuel-fired plants, is illus- 
trated. Taxes are charted since 1937 and 
deferred taxes since 1951, and the code 
provisions for new kinds of tax deprecia- 
tion are illustrated. A construction chart 
shows the number of months’ time required 
to obtain delivery of various types of 
power plant equipment: Since 1952 the 
period for steam generators has dropped 
from thirty months to twenty months. 


: sector natural gas, major pipelines are 
mapped in relation to producing 
areas, and natural gas consuming territo- 
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ries (including proposed new areas) are 
shown. There are also charts on construc- 
tion expenditures for the gas industry, 
sales, reserves, customers, house heating, 
etc. 

The section under “government as an 
electric power producer” shows the loca- 
tion and status of 747 federal power proj- 


e 


ects totaling 69,000,000 kilowatts. An- 
other chart indicates the projects recently 
removed from the federal program (about 
3,400,000 kilowatts) and taken over by 
other builders. Changes in the federal 
power program since World War II, and 
recent federal appropriations for power 
projects, are illustrated. 


ELECTRIC UTILITY STATISTICS AND RATIOS 





Per Cent Increase 


Latest Latest Latest Latest 
Unit Month 12 Mos. Month 12 Mos. 
Operating Statistics 
Output KWH—Total (October) ......... Bill. KWH 4.5 463.5 7% 6% 
Hydro-generated ......... % 7.8 — 9 — 
Steam-generated ......... 5 32.7 — 7 -— 
Capacity (September)  -.5.. iets cscs Mill. KW 100.0 ~~ a 12 
eG ES) re ee ae 79.7 — 7 _ 
Fuel Use (October) : Coal ............... Mill. Tons 10.3 _— 1 _ 
LPP Pe Neem Mill. MCF 108.5 — 12 _ 
ED buds ces saan esse Mill. Bbls. 5.3 — D22 — 
ER RINNE 2 a caw acaedacdaesdyipcoese Mill. Tons 47.2 — 2 — 
Customers, Sales, Revenues, and Plant (September) 
KWH Sales—Residential ............... Bill. KWH 6.4 77 15% 12% 
OLS Geers ” 5.3 57 10 8 
NS rrr rr a 12.6 146 D3 D4 
Total, Incl. Mise. .......... 2 31.1 361 3 2 
Customers—Residential .............0.00- Mill. 33.1 _ 3 3 
OS ne rere - 4.6 — 2 2 
EEE, otis) cache cece en's = 6 — 2 2 
Total, Incl. Others ........... 7 40.5 — 3 3 
Income Account—Summary (September) 
Revenues—Residential ...............-05: Mill. $ 182 2,165 13% 10% 
8 NEES es eee een . 137 1,507 9 7 
BEN, Giese hive le. - 146 1,695 D1 —_— 
Total, Incl. Misc. Sales ....... 4 513 5,899 7 6 
Sales to Other Utilities ....... 35 423 _— 1 
aE ee ee ree - 11 235 23 7 
Expenditures—Fuel ..........00.---2000: “ 81 978 D7 D2 
SN pce cycck sce seys + ¥ 102 1,190 6 5 
Misc. Expenses ........... : 77 915 3 4 
Depreciation .............. te 52 611 12 12 
TO a onseehebors - 123 1,386 11 6 
Rs 85S 2s cus ew eeese 3 33 377 9 11 
Amortization, etc. ......... == — NC NC 
ES er eter - 92 1,108 15 9 
POPORONTIOG BING. 5.055 bs bss 0 - 12 144 11 6 
Bal. for Common Stk. ..... ‘5 80 964 14 9 
Common Dividends ........ ~ 70 696 13 11 
Electric Utility Plant (September) 2 27,095 10% _ 
Reserve for Depreciation and Amort. ..... oe 5,244 — 9 a 
Net Electric Utility Plant .....:......... " 21,851 — 10 = 
Life Insurance Investment (Week Ended January Ist) 
ne Bo aie az — 8 — 33% 
a | NSS SRT irate a ean “f — 9 — sai 
Per Cent of All Investments ............- si 6% 12 
D—Decrease. NC-Not comparable. 
FEBRUARY 3, 1955 156 





FINANCIAL NEWS AND COMMENT 
CC ASL <a 











RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 




















——Share Earnings* Moody 
1953 1/12/55 Divi- Cur- Price- Div. Mige. 
Rev. Price dend Approx. rent % In- 12Mos. Earns. Pay Bond 
(Mill.) Pipeli About Rate Yield Period crease Ended Ratio out Rating 
ipelines 
$ 3 O Alabama-Tenn. Nat.Gas. 19 $ .60 3.2% $1.45 7% Sept. 131 41% — 
12 O East. Tenn, Nat.Gas.... 10 60 6.0 50 27 = Sept. 20.0 120 Ba 
38 S Mississippi Riv. Fuel .... 51 240 47 3.70 71 Sept. 138 65 — 
48 S Southern Nat. Gas ...... 32 160 5.0 1.86 D7 . See 2.8% A 
133 © Fenn Ges Trans. ....... 30 140 47 1.80 11 Set. 1627 2 A 
137 O Texas East. Trans. ...... 25 140 5.6 1.62 22 June 1I54....86. Ba 
63 O Texas Gas Trans, ....... 21 100% 48 1.61 8 Sept. 13.0 62 — 
59 O Transcontinental Gas ... 27 140 5.2 2.06 26 5,1 epee... 135 6 — 
Averages ........ 4.9% 15.3 69% 
Integrated Companies 
118 S American Natural Gas... 48 $2.00 4.2% $3.67 11% Sept. 13.1 54% — 
18 O Colorado InterstateGas.. 51 1.25 25 217 10 Sept. 23.5 58 _ 
232 S Columbia Gas System ... 163 .90 5.5 93 24 Sept. 17.7 97 A 
9 O Commonwealth Gas ..... 10 (a) 4.0a 50 28 Dect 200 — — 
9 A Consol. Gas Util. ........ 14 Ao 5.4 .98 D9 July 14.3 77 — 
191 S Consol. Nat. Gas ........ 34 1.25 3.7 2.64 31 Sept. 129 47 Aaa 
111 S El Paso-Nat. Gas ....... 44 200 45 2ae D2 Oct. 190 8 — 
Se SS settee Gad... 52. 56. 28 1.40 5.0 1.87 1 Sept. 15.0 75 A 
10 O Kansas-Neb. Nat.Gas... 28 1a 42 1.87 14 Dec.t.. 15.0... 64 Baa 
72 SS “Leone Star Gas «6... 608. 28 Lae, 50 1.73 13 Sept. 162 81 — 
20 S_ Montana-Dakota Utils. .. 27 1.00 3.7 1,35 38 Sept. 20.0 74 Baa 
14 O Mountain Fuel Supply ... 27 1.00 Ki 147 NC June 18.4 68 A 
49 A National Fuel Gas ....... 20 1.00 5.0 1.52 19 Sept. 13.2 66 A 
66 S Northern Nat. Gas...... 48 200 47 2.27 2 Sept. 189 88 A 
32 S Oklahoma Nat. Gas ..... 23 120... 52 1.61 81 Oct. 143° 7° — 
95 S Panhandle East. P.L.... 76 2.50# 3.3 4.93 Dl Deey “iss - 51 A 
8 O Pennsylvania Gas ....... 21 100 48 86 D52 Dec.t — 16 — 
130 S Peoples Gas Lt. & Coke .. 161 700 43 10.55 S$ “Seat? So Ge. A 
23 O Southern Union Gas .... 19 90 47 1.39 OF. Seg. eer GS. OA 
209 S United Gas Corp. ....... 150 44 21% 10 Sept. 16.1 71 A 
Averages ........ 44% 16.4 73% 
Retail Distributors 
20 A Alabama Gas........... 28 =$1.28 4.6% $1.70 49% Nov. 16.5 75% Baa 
32 O Atlanta Gas Light ...... 23 Pap: & SZ 1.71 D5 ~——‘ June 135 70 2A 
46 S Brooklyn Union Gas..... 33 1.80 oS 2.69 60 Sept. 12.3 63 A 
28 O Central Elec. & Gas ..... 14 oe. S57 1.10 10 Sept. 12.7 73 - 
10 O Central Indiana Gas .... 15 .60b 4.0 78 20 Sept. 19.2 77 A 
4 O Chattanooga Gas ....... 64 — — a 41 Aug. 210 . — — 
GAO) ‘(Gas SERVICE oss 6 sess 3's 24 1.24 5.2 1.74 5 Sept. 13.8 71 A 
6 ©  Plartfora Gas... .63...: 3 200° S3 2.42 17 Dec.t 15.7 83 — 
14 O Houston Nat. Gas....... 27 TOR 3:7 2.15 6 = July 26 47: — 
12 O Indiana Gas & Water.... 15 70 47 1.17 22 Nov. 128 60 A 
5 A Kings Co. Lighting ..... 16 80 5.0 1.26 26 Sept. 12:7-", “63 Baa 
36.5: Mpelete 45a8 oss cd... 13 60 4.6 So. as Sept; 15.2 71 A 
27 O Minneapolis Gas ........ 28 1.30 4.6 164 NC Oct. 17.1 79 a 
11 O Mississippi Valley Gas .. 22 1.00 4.5 1.81 D8 Sept. 12.2 55 _ 
8 O Mobile Gas Service ..... 19 90 47 je Pg Dg Sept. 170 80 — 
6 O New Haven Gas........ 29 1.60 55 1.87 31 Dect 15.5 86 — 
8 O New Jersey Nat.Gas.... 19 1OOE 5.3 1.51 36 June 12.6 66 _ 
54 O Northern Illinois Gas ... 21 Mo 38 the NG May — 104 #.4A 
162 S acho isheaer ....... . oe ae SA 2.14** D14 Sept. 182 9% — 
111 O Portland Gas & Coke .... 24 .90 3.8 Loa: DS Sept. 15.7 59 Baa 
2 O Portland Gas Light ..... 10 45 7.5 1.20Est. — Dec. 83 68 — 
8 A Providence Gas ......... 10 48 48 4l 21 Dec.t — 17 — 
3 A Rio Grande Valley Gas .. 3 ag. =-40 ao 5 June iO. (oe. = 
i Cg gC) 14 40 29 72 18 Sept. 194 56 Baa 
7 O South Jersey Gas ....... 23 120 5.2 1.55 19 Nov. 148 77 Baa 
22 S United GasImprovement. 38 Ls: sed 2.14 DS Sept. 17.8 84 A 
33 S Washington Gas Light... 39 2.00 5.1 2.66 19 Sept. 147° 75 # Aaa 
5 O Western Kentucky Gas.. 15 —_ — 1.10 13 Det 136 — — 
AVETEIES ...555%: 4.8% 15.2 73% 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER UTILITIES 














Share Earnings* Moody 

1953 1/12/55 Dw*t- Cur- Price- Div. Mtge. 
Rev. Price dend Approx. rent % In- 12Mos. Earns. Pay- Bond 
(Mill.) About Rate Yield Period crease Ended Ratio out Rating 


Communications Companies 
Bell System 











$4,417 S Amer. Tel. & Tel. (Cons.) 17 $9.00 5.2% $11.84** 3% Aug. 14.6 76% Aa 
202 A Bell Tel. of Canada .... 48 2.00 42 aot 19 Dec.t 20.8 87 Baa 
34 O Cin. & Sub. Bell Tel. .... 85 4.50 53 5.45 18 Dec. 15.6 83 — 
144 A Mountain States T. & T. . 118 6.60 5.6 7.18 45 Aug. 16.4 92 Aaa 
237 A New England T.& T. ... 138 8.00 5.8 7.66 2 Sept. 18.0 104 Aa 
579 S Pacific Tel. & Tel. ....... 130 7.00 5.4 8.84 39 Nov. 14.7 79 Aa 
74 O So. New England Tel.... 40 2.00 5.0 1.87 7 Dect 214 107 Aa 
Averages ........ 5.2% 17.4 90% 
Independents 
10 O Calif. Water & Tel. ..... 18 $1.00 5.6% $1.48 22% June 12.2 68% — 
11 O Central Telephone ...... 16 .90 5.6 1.61** 1 Sept. 9.9 56 
2 O Florida Telephone ....... 14 Sv 8 Dl4 Dect 165 4 — 
128 S General Telephone ...... 35 160 4.6 2.82** D6 Nov. 12.4 57 Ba 
5 O Inter-Mountain Tel. .... 14 80 5.7 .93 43 Dect 154 86 — 
14 S Penintnlar Tel. ......... 37 1.80 4.9 2.36 28 Sept. 15.7 76 — 
16 O Rochester Tel. ......... 17 80 4.7 11t 6 6D Sept. 15.3 72 Aa 
2 O Southeastern Tel. ....... 13 80 6.2 1.15 15 June 11.3 70 — 
7 O Southwestern Sts. Tel... 19 1.00 53 1.54 12 Dec.~ 123 65 _ 
32 O Telephone Bond & Share. 21 100 48 1.50Est. — Dec. ’54 140 67 B 
15 O United Utilities ..... are 1.12 5.9 1.61** Dl June 11.8 70 -- 
195 S Western Union Tel. .... 80 3.00 3.8 6.77 243 Dect 118 4 3a 
AWETARCS.§..o555.. 5.2% fe 69% 
Transit Companies 
29 A. Capital Trane :........: 11 $ .80 13: 3 7s DBR Sept. 14.7 107% Baa 
14 O Cincinnati Transit ...... 4... J5 . ABs 93 D7 Dec.+ 4.3 81 _ 
9 O Dallas Ry. & Terminal .. 11 1.40 12.7 1.83 D2l Dec.} 6.0 77 — 
245 S Greyhound Corp. ....... 14 1.00 7.1 1.17 D10 Mar. 12.0 85 _ 
26 O Los Angeles Transit .... 18 1.00 5.6 1.20 4 Dect 150 8 — 
30 S National City Lines ..... 24 1.40 5.8 235 26 Dect 10.2 60 — 
Ee OS oe be 12 30 25 Deficit — Dec.t = — Ba 
7 O Rochester Transit ...... 5 40 8.0 57 119 Dec.t 8.8 70 _— 
wm 09S: Lots PSA... 3.2... 15 1.40 9.3 1.22 30 ect «123° 115 — 
3S Sten City RT........... 18 1.60 8.9 oe’ WC Dec.* -- — Ba 
25 O United Transit ......... 4 _- — Js 30 Dec.t 5.5 — i 
Averages ........ 8.6% 9.9 85% 
Water Companies 
Holding Companies 
32 S American Water Works. 11 $ .50 45% $1.03 D10% Sept. 10.7 49% — 
4 O New York Water Service 70 .80 1.1 138 NC June — 59 
Operating Companies 
3 O Bridgeport Hydraulic ... 31 $1.60 5.2% $1.57 D3% Dect 19.7 102% — 
11 O Calif. Water Service .... 40 2.20 55 2.61 4 Nov. 15.3 84 A 
2 O Elizabethtown Water .... 132 5.00 3.8 6.65 D4 Dec.t 19.8 75 -- 
7 S Hackensack Water ...... 44 2.00 4.5 375° NC Aug. bh 53 Aa 
4 O Jamaica Water Supply .. 37 1.80 4.9 2.82 D1 Sept. 13.1 64 A 
3 O New Haven Water...... 60 3.00 5.0 2.50 D10 Dec.t — 120 —_ 
1 O Ohio Water Service ..... 26 1.50 5.8 1.50 D6 Sept. 17.3 100 — 
6 O Phila. & Sub. Water .... 30 1.00c 3.3 258: NC Oct. 11.6 39 =e 
2 O Plainfield Union Wt. .... 57 3.00 5.3 3.70 D7 Dec.t 15.4 81 — 
Z. © sean Jose Water........-.. 39 2.00 5.1 2.75 44 Nov. 14.2 73 — 
9 O Scranton-Springbrook ... 17 .90 53 1.33 14 Sept. 128 68 A 
3 O Southern Calif. Water... 14 65 4.6 84** D7 Sept. 16.7 77 A 
3 O West Va. Water Service. 40 1.40 35 1.41 — = | 9 _ 
Averages ........ 4.8% 15.2 80% 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—-Decrease. *Earnings are calculated on present number of shares outstanding, except as otherwise 
indicated. **On average shares outstanding. +December, 1953. #—A 2 per cent stock dividend was also 
paid December 30, 1953. (a)—Paid 4 per cent stock dividend. (b)—Paid 10 per cent stock dividend. (c)—Paid 
5 per cent stock dividend. NC—Not comparable. E—Estimated. 
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What Others Think 


British Telephone Depreciation Practice 


r= yearly since 1912, British Post 
Office officials have been playing a 
little game of make-believe with the 
nationalized telephone and telegraph in- 
dustries. Hypothetical commercial ac- 
counts, drawn up for each industry, show 
what might exist had government never 
stepped in. Far from being mere whimsi- 
calities, these studies are necessary. They 
show what sort of profit and loss there 
might be, if a normal accounting system 
were in use and long-term interest rates 
on capital were paid, and if it charged all 
other departments going commercial rates 
for the services it renders. 

The accounts, such as that of the British 
Post Office, discussed by The Economist 
in its issue of December 11, 1954, hypoth- 
ecate to some extent the profit-and-loss 
concepts nationalization destroyed, so that 
officials and the general public may 
formulate at least some idea of what their 
industries and utilities are up to. Aside 
from that, of course the British Post Of- 
fice, like its counterpart in the United 
States, is entirely tax exempt. 

The current account of the Post Office, 
especially the telephone section, outward- 
ly seems to be a favorable one, says The 
Economist. The Post Office has shared in 
the prosperity of the country; and a small 
but modestly growing profit is yearly 
handed over to the Exchequer “which 


must go far to make up for the tax im- 
munity enjoyed.” The profit, £7,400,000, 
compared with the previous £4,900,000, is 
only 2.7 per cent of the total income, but 
the telephone account is, percentagewise, 
much greater, with a surplus of £5,500,- 
000, over the previous £3,700,000, and far 
the biggest contributor to the total. As The 
Economist sees it, however, these figures 
tend to give a false picture of the real 
situation. Even in the operation of the 
telephone system, there is cause for con- 
cern. There are grounds to believe the 
nationalized telephone industry is eating 
up its capital. 


— catch to what is on paper as profit 
lies in the basic depreciation concept 
of the Post Office account, even though 
some modification has taken place. De- 
preciation is charged on the “straight- 
line” basis—that is, by writing off a fixed 
proportion of the original cost of each 
capital asset each year through its cal- 
culated life until, at the end, the value has 
been wiped off the balance sheet. In 1953, 
this “additional” allowance was £1,500,- 
000. The Economist states on this point: 


For seven years now the Post Office 
telephone account has been quietly tuck- 
ing away small sums for additional de- 
preciation. Leaders of progressive 
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private industry will note that the civil 
servants who run the Post Office de- 
cided that depreciation allowances that 
only provided for the replacement of 
prewar assets at prewar prices, were 
nonsense and would, if continued, mean 
living on capital, about as soon as the 
industrialists themselves made the same 
discovery. The Treasury has allowed the 
Post Office to make this furtive conces- 
sion to financial orthodoxy for which 
the British tax system makes no pro- 
vision, feeling no doubt that, like the 
illegitimate baby, it was only a little one. 
It was also a provision that cost the 
Treasury nothing whereas when private 
industry does it, it has to use money 
on which tax has been paid. Manage- 
ments of the junior nationalized indus- 
tries have also been given an example to 
study. The trouble is that this item can- 
not go on being only a little one. The 
Post Office has established a principle, 
but it has not finished the job. 


HE Auditor General’s report plainly 
showed that both he and the Treasury 
know that a larger provision is needed: 


With Treasury agreement special ad- 
ditional provision has been made in each 
year’s accounts from 1946-47 up to the 
present year totaling £16,000,000. For 
1948-49 and succeeding years the special 
additional provision has been 25 per 
cent of the telephone surplus after pro- 
viding for interest on capital and normal 
depreciation. In agreeing to this basis 
of provision in 1949 the Treasury stated 
that in order to arrive at a permanent 
solution of the problem a complete re- 
valuation of plant and a reassessment of 
plant lives would be necessary. I in- 
quired as to the progress of this matter 
and was informed in October, 1953, that 
the question of depreciation provision 
was so closely linked with wider policy 
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questions that it could not be considered 
in isolation. It would have its place 
in discussions with the Treasury on 
various aspects of financial policy in the 
coming months. 


HE Economist makes its own calcula- 

tions as to additional depreciation 
needed by the Post Office to prevent the 
“erosion of its capital.” Balancing low- 
cost plant installed before the war with 
high-cost plant installed after the war, it 
concludes : 


... All in all, the extra sum which is 
needed cannot be very different from 
half the straight-line depreciation figure. 
It is a fair shot that the present allow- 
ance is in the region of £10 to £15,000,- 
000 a year too low. If it were proposed 
to make good the short falls of the past, 
the sum needed would be far more, but 
even a purist would hardly demand this. 


To make good previous deficits, the sum 
would be far more. Since public capital is 
being and has been consumed faster than 
it is replaced, the £7,400,000 surplus is 
not, strictly and honestly speaking, a profit 
at all. The British Post Office, at its pres- 
ent fees and service prices, contains a con- 
siderable element of subsidy. This would 
have to be eliminated largely by price 
changes in the telephone section, since both 
postal and telegraph services do not re- 
quire large fixed investments. The tele- 
phone service, by contrast, is a prospering 
service and a great consumer of capital, 
with a fixed investment of over £500,000,- 
000. It can and should be self-supporting. 
The problem is to make it so. 

How should the increased costs be 
borne? Since the costs of the service to the 
nationalized industry and the charges to 
the public should be proportionate, The 
Economist thinks there is “no shadow of 
justification” for raising the charge for 
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trunk calls. The coaxial cable has cheap- 
ened trunk calls to the point where if there 
were to be an adjustment, it ought to be 
downward. The argument to raise further 
the charge for local calls should be cast 
aside. It would increase call charges to the 
point where there would be a restriction 
on traffic on the telephone that has to be 
provided in any case. Clearly telephone 
rentals ought to stand the bulk of any in- 
crease. 

Existing rentals raised £34,600,000 
in the latest year, excluding private wires, 
which brought in a further £8,200,- 
000. An average increase approaching a 
third seems to be needed. 


Be foes is not an argument for an all- 
round increase of any such propor- 
tion. At the same time that rents for phones 
are raised, the rental structure ought to be 
revised. The present British rental struc- 
ture gives a range of charges that is “wide, 
antiquated, and indefensible.” The spread 
runs from £4 10 S for a “country, resi- 
dential shared” line to £11 a year for an 
“urban, business exclusive” line. It costs 
no less but considerably more, in fact, to 
supply a country line than a town one. 
More cable and many more man-hours of 
travel are used. Certainly there is no ob- 
vious reason why, on the one hand, town 
should subsidize country, and on the other, 
business the home user. It is instructive 
also to note that today’s cheapest telephone 
in Britain, the “country, residential 
shared” line, is only ten shillings a year 
more expensive than the cheapest prewar 
rental, then the “country residential ex- 
clusive” at £4 a year. Costs in the least 
expensive service are artificially depressed. 


It is not therefore surprising that many 
of the 376,000 people on the current phone 
waiting list come from would-be users in 
this bracket. “For every customer who ob- 
tains this service cheap, another asks for 
2” 


. a antiquated nature of the British 
charge structure dates from the time 
when the Post Office, finding it much 
easier to supply a telephone than to sell 
one, carried the slogan of “a telephone in 
every home” into the small streets and into 
the countryside, practicing at the same 
time price cutting to get business. Today, 
the present scale of charges will continue 
making it much easier to sell a telephone 
than supply it. The British telephone in- 
dustry, for the moment and in line with 
current prosperity, has a sellers’ market. 
Therefore, it would be more reasonable 
policy right now not to aim at high profit 
on paper, but to eliminate the subsidy to 
the public by raising and rescheduling 
prices. To do this without placing much 
extra burden on industry, the gap between 
the cheap residential phones and the more 
expensive business lines would have to be 
narrowed. 

Opinions may differ, The Economist 
admits, as to what would happen if that 
policy were adopted. If demand were in- 
elastic, as some believe, it would be little 
affected by price. But irrespective of this, 
there is every reason for charging the 
economic price, modified and supplemented 
as necessary by a vigorous development 
program to provide the new exchanges as 
then demanded. Such a program might 
make the telephone system a self-support- 
ing proposition. 








Pros and Cons on Dixon-Yates 


A the Dixon-Yates contract threatens 
momentarily to become permanently 


established in law, controversy continues 
to obscure its implications for the future 


161 FEBRUARY 3, 1955 








PUBLIC UTILITIES FORTNIGHTLY 


of private and public power enterprises, 
and the relationship one will have to the 
other. What effect will the Dixon-Yates 
contract have on TVA? Several years ago, 
when AEC Commissioner Thomas Murray 
objected to the fact that TVA supplied all 
power in its area to atomic energy plants, 
friends of TVA on the commission readily 
agreed to permit private utility bids, says 
Willis J. Ballinger in Human Events. Since 
they figured no such utility could under- 
bid TVA, adds the former St. Louis Post- 
Dispatch editorialist, their acceptance of 
the Murray proposal seemed meaningless 
except as a good-will gesture. 

Ballinger says that TVA always could 
low bid the private utilities, “because, as 
a government corporation, it avoids two 
heavy expenses which private utilities have 
to bear: (1) TVA pgys only a small part 
of the taxes a private utility would pay; 
and (2) while private utilities pay from 
4 to 6 per cent for their capital, that of 
TVA is a gift from the federal Treasury.” 

He continues : 


Last year TVA reported a gross 
power income of $104,877,869 and ex- 
penses of $85,583,760, which included 
$3,418,110 that TVA voluntarily paid 
in taxes. A recent reliable study of TVA 
by the Arkansas Power & Light Com- 
pany shows that, if last year TVA had 
paid its fair share of taxes (had been 
taxed on the basis of five private utili- 
ties operating in Tennessee), its tax re- 
mittance would have been around eighty 
millions instead of the $3,418,110, its 
voluntary contribution to local treasur- 
ies—a difference of over seventy-six 
millions. And if TVA had paid its fair 
share of taxes plus even the low govern- 
ment interest rate of 3 per cent on its 
power investment (admitted by TVA to 
be over $800,000,000), with provision 
for paying back in forty years this 
Treasury money, TVA’s actual expenses 
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last year would have been around $195,- 
000,000 instead of $85,583,760 as re- 
ported. TVA’s gross power income of 
$104,877,869 would have been utterly 
inadequate to cover them, and TVA 
rates to consumers would have had to 
be considerably raised. 


pode such TVA advantages, Bal- 
linger says, a group of five privately 
owned utilities, headed by Wesley Mc- 
Afee, surprised TVA supporters by turn- 


ing in a low bid to supply AEC with power , 


from a proposed plant at Joppa, Illinois. 
This was just across the river from TVA’s 
Shawnee plant. A contest developed and 
some other complications. Ballinger says 
of this: 


Then things began to happen. The 
Joppa plant was hit by a series of devas- 
tating strikes. The Shawnee plant had 
some strikes fewer in number, and far 
milder. All the unions involved belonged 
to a labor federation fanatically in favor 
of TVA. Had labor partisans of TVA 
sought to insure completion of Shawnee 
first ? 

Anyway, as Joppa fell behind in the 
race, TVA spokesmen pointed to Shaw- 
nee as an example of the greater effi- 
ciency of government enterprise. Two 
labor leaders in the Joppa plant have 
been indicted for attempting to extort 
over a million dollars from the McA fee 
groups as the price of labor peace. But 
there are those who say more will ulti- 
mately come out. 

The victory of Wes McA fee in taking 
even a part of an AEC contract away 
from TVA was frightening enough to 
its supporters. This was followed by 
some doings in Congress still more 
alarming to the apostles of TVA. 

Congress in its last session refused to 
allow TVA to build a big steam plant 
at Fulton, Tennessee, although the ter- 
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ritory served by TVA needed more 
power. Had Congress finally become 
aware of the economic fraudulency of 
TVA’s lower rates? Had Congress real- 
ized that they were due solely to TVA’s 
ability to dodge taxes and command free 
capital from the federal Treasury? 
There loomed the harrowing possi- 
bility that Congress might allow private 
companies to provide any further power 
needed in the Tennessee valley. And 
Congress might even get around to com- 
pelling TVA to bear its fair share of 
taxes, pay a reasonable return on its 
capital advanced to it by the govern- 
ment, amortize that capital, and stand on 
its own feet as a private utility has to do. 


on TVA, in Ballinger’s view, was a 
“flaming symbol of the Socialism-to- 
be,” the fury of the radicals was unleashed 
on the subsequent Dixon-Yates proposal. 
He referred to the attempt to inject the 
friendship of the famous golfer, Bobby 
Jones, with President Eisenhower as a dis- 
crediting maneuver which backfired. Mem- 
phis citizens were alarmed by “false 
charges that the Dixon-Yates contract 
would force TVA to raise its rates to 
them.” A Senate Judiciary subcommittee 
branded the contract as monopolistic, and 
a former official of the Mississippi Power 
& Light Company suddenly appeared to 
give testimony of double bookkeeping and 
other irregularities, which he had failed 
to complain about during all the years to 
the SEC. 

All these things, in Ballinger’s view, 
point to a concerted effort of outraged but 
determined would-be Socialists to dis- 
credit the Dixon-Yates contract by any 
means possible. He adds: 


But it is on the ground of pro bono 
publico that denunciation of the Dixon- 
Yates contract reaches white heat. It is 
charged that AEC will pay a great deal 


. more for Dixon-Yates power than TVA 
would charge; that the Dixon-Yates 
group stand to make 9 per cent on the 
money provided; that the government 
must reimburse the Dixon-Yates group 
for all increases in the cost of labor, coal, 
and taxes; that, in brief, the whole con- 
tract is a guaranteed bonanza “for 
greedy private power interests.” 


> these charges Ballinger points out 
that (1) the Dixon-Yates contract is 
for twenty-five years, with “customary” 
protection from unforeseeable cost in- 
creases; (2) that the over-all return on 
the private capital to be invested would be 
only 3.7 per cent, most of which would be 
on bonds (over $100,000,000), and only 
a small portion of equity risk capital ($5,- 
500,000) would get the much publicized 9 
per cent; (3) the plant would pay all taxes 
(state and local). Ballinger concludes : 


... It comes down to two choices: (1) 
if TVA supporters win, taxpayers im- 
mediately will have to put up over $100,- 
000,000 to build its plant... (2) if the 
Budget Bureau wins, taxpayers will save 
$100,000,000, and sound private enter- 
prise will have scored a victory. 

Senator Fulbright is an ardent sup- 
porter of TVA, yet is also honestly con- 
vinced that the Dixon-Yates contract is 
definitely pro bono publico—in fact, a 
bargain for the government. 


Re a diametrically opposite viewpoint, 
Ralph McGill, editor of the Atlanta 
Constitution and a representative of those 
advocating public power, thinks that 
Dixon-Yates means the opponents of TVA 
are unjustly out to destroy it, making it 
seem “an operation entirely subsidized by 
the government.” This is untrue, in his 
mind. Of the 34 per cent net profit on its 
power installation this year, the 4 per cent 
it has averaged annually, and from the 
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profits of future years, TVA is required to 
pay back into the federal Treasury across 
a period of forty years the total cost of all 
its power installations. So far it has re- 
turned towards the initial investment, 
$101,000,000, of which $20,000,000 was 
returned during the last fiscal year. In 
addition, TVA has paid about 5 per cent 
of its power sales revenues, exclusive of 
those from federal agencies, in lieu of 
taxes. He stated: 


The enemies of TVA may argue 
about these figures all they w ish, but the 
truth remains—TVA does pay “taxes,’ 
it is not getting a free ride at the expense 
of the taxpayer. . .. More than that, it 
is TVA which is carrying a major load 
of national defense in the power field. 
Without TVA, the atomic bomb and 
later developments would have been long 
delayed. Future defense plans depend 
largely on TVA. 


N view of the so-called “invasion” from 
Dixon-Yates and the difficulties experi- 
enced by TVA in securing expansion funds 
from the Eisenhower administration, a re- 
cent editorial in the St. Louis Post-Dis- 
patch explores an alternate financing meth- 
od that might be used by the agency, as it 
was proposed by General Vogel. The news- 
paper feels that the idea of financing new 
TVA power plants by revenue bonds, in- 
stead or by congressional appropriations, 
raises several questions: 


Would revenue bonds increase the 


cost of money to TVA? If so, would 
higher-cost money cause an increase in 
TVA power rates? Would revenue 
bonds give the bond underwriters, in ad- 
dition to Congress and the TVA itself, 
a voice in determining TVA policies? 
Would the reliance on bonds instead of 
appropriations allow TVA to become 
a free-wheeling public corporation free 
of the close congressional supervision 
originally contemplated for it?... 
(Since) General Vogel believes that 
TVA has “a very definite responsibility” 
to furnish its market area with all the 
power that area needs . . . the question 
that immediately arises is why General 
Vogel does not apply it to the Dixon- 
Yates controversy. 


In the view of the Post-Dispatch, the 
Dixon-Yates contract calls for construc- 
tion of a relatively high-cost private pow- 
er plant, with relatively high-cost private 
financing, to supply the TVA market un- 
der the guise of supplying the Atomic 
Energy Commission. 

But it adds: 


If General Vogel can show that the 
financing of this plant by TVA revenue 
bonds would be more advantageous to 
the taxpayers than financing it out of 
congressional appropriations, well and 
good. But however the plant is financed, 
TVA does indeed have a “very definite 
responsibility,” which it cannot unload 
on AEC or Dixon-Yates, to supply the 
growing needs of its customers. 





c¢ oT rem in advertising, applied to the political field, calls for a high 

level of intellectual honesty. If, for example, the Eisenhower ad- 
ministration advocated shifting jurisdiction of certain offshore oil rights 
from the federal government to the states, was that, in truth, a ‘give-away’ 
policy? Likewise, ts it a ‘give-away’ policy to restore private enterprise in the 
electric light and power field or in the realm of atomic energy? The real 
criterion 1s whether to veer toward Socialism or free enterprise and voluntary 


decentralized action.” 


FEBRUARY 3, 1955 


—Lewis HANEY, 
Columnist. 
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The March of 
Events 


FPC Grants Conditional Gas 
Rate Boosts 


HE Federal Power Commission last 
month told six interstate pipeline com- 
panies they could start collecting rate in- 
creases totaling $9,700,000 a year, provid- 
ing they agree to make any refunds the 
FPC may order later. The commission has 
not finished its investigations into whether 
the rate increases sought by the firms are 
just and reasonable. 
As a result of the FPC’s action, North- 


ay, Te ae 


ern Natural Gas Company, Omaha, could 
start collecting an $8,100,000 rate boost as 
of December 27th. The other increases, all 
of which go into effect as of December 
15th, are East Tennessee Natural Gas 
Company, Knoxville, $274,000; Alabama- 
Tennessee Natural Gas Company, Flor- 
ence, Alabama, $74,000; Tennessee Nat- 
ural Gas Lines, Inc., Nashville, $184,000; 
Lake Shore Pipe Line Company, Ashta- 
bula, Ohio, $46,000; and Hope Natural 
Gas Company, Clarksburg, West Virginia, 
$1,000,000. 


California 


May Get Water by 
Atomic Power 


oe state department of pub- 
lic works released an exchange of cor- 
respondence last month that predicts 
atomic power plants may play a big role 
in the state’s proposed $1 billion Feather 
river project. 

The exchange involves an offer by Pa- 
cific Gas and Electric to buy electric power 


generated at the proposed Oroville dam, 
the key unit in the Feather river project. 
The letters show PG&E offered to pay 8 
mills a kilowatt for the power, some of 
which the state indicated it would have to 
sell as a means of financing the pumping 
of Feather river water to southern Cali- 
fornia. 

The water would be moved southward 
through a series of canals and pumping 
stations. 


eo 
Kentucky 


Gas Rate Increase Postponed 
HE Louisville Gas & Electric Com- 


gas rates until July lst or until the state 
public service commission gives its.permis- 


sion, whichever comes earlier. 
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pany will not be allowed to increase its 
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That was the effect of action taken in 
Frankfort recently by the commission. It 
suspended for five months, effective Feb- 
ruary Ist, the utility’s request for higher 
rates. Meanwhile, a hearing on the pro- 
posal was continued and no date set. 

The company had asked that it be al- 
lowed to put the higher rates into effect 
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during February so that they would be 
reflected in users’ March bills. The com- 
pany’s request to raise the rates in Febru- 
ary was subject to refunds of the added 
charge if the application was finally turned 
down. 

The raise would net the company $916,- 
000 a year. 


& 
Rhode Island 


State AEC Urged in Bill 


A unpaid state atomic energy commis- 
sion of five members would be cre- 
ated under provisions of a bill Governor 
Roberts presented to the state general as- 
sembly last month. 

By enacting the proposed legislation 
the assembly would recognize officially 
“the need for a program to encourage the 
development and utilization of atomic en- 
ergy for peaceful purposes to the maxi- 
mum extent consistent with common de- 
fense and security and with the health and 
safety of the public.” 

Functions of the commission, whose 
members would be named by the governor, 
were set forth in the measure. 

It would be the duty of the commission, 
for instance, to study the need of changes 
in laws and regulations administered by 
any state agency that would arise from the 
presence within the state of special nuclear 
materials and from the operation of pro- 
duction or utilization facilities. 


House Passes Administration 
Bill 

He Democrats rode over Republican 
opposition recently and passed, 61 to 

15, an administration bill requiring com- 

mon carriers and public utilities to pay 45 

per cent of the cost of operating the state 

public utility administrator’s office. 
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The bill, one of 11 administration meas- 
ures passed at a 90-minute session, requires 
a senate vote. 

A companion bill, compelling utilities to 
give notice of expansion plans to the pub- 
lic utilities administrator, was passed on 
a voice vote, with no opposition expressed. 
It, too, requires a senate vote. 


People’s Utility Counsel Sought 


Preryion Roberts sent to the state gen- 
eral assembly recently legislation cre- 
ating the office of people’s counsel to repre- 
sent ratepayers, patrons, and the general 
public in public utility matters. 

Should the legislature approve the bill, 


the governor would name the appointee, 


“an experienced and qualified” attorney, 
who would serve at his pleasure. Salary 
is not specified, but the bill would appro- 
priate $10,000 to carry its provisions into 
effect during the next fiscal year. 

The people’s counsel would be given au- 
thority under the bill to appear on behalf 
of the public in all investigations and hear- 
ings conducted by the public utility admin- 
istrator, the public utilities hearing board, 
and before any state or federal court, bu- 
reau, Or commission in any matter involv- 
ing rates, service, extensions, contracts for 
service, valuation of utility property, util- 
ity applications for issuance of securities 
or mergers, and in other matters. 








YUM 


EARLE Ene 


XUM 


THE MARCH OF EVENTS 


Washington 


Utility Tax to Aid Schools 


A excise tax on all public utilities 
amounting to 20 per cent of their 
gross income to be allocated to the com- 
mon school fund was proposed recently by 
Republican Senator John H. Happy. The 
Spokane lawmaker said he was drafting 
such a bill, with the provision that utili- 
ties presently taxed will be given credit 
for all taxes paid by them before the 20 
per cent levy is applied. This would make 
the tax light on all private utilities and 
would apply particularly to public utility 
districts which are publicly owned and 
which are not now on the tax rolls. 


Priest Rapids Loan Proposed 


mN appropriation of $1,000,000 by the 
state legislature as a loan to the state 
power commission for engineering work 
on the Priest Rapids power project was 
advocated by Governor Arthur B. Langlie 
in his message to the joint session last 
month. 

He said the commission has the facilities 
and the financial standing to move prompt- 
ly in the development of low-cost power to 
meet the growing requirements of the Pa- 
cific Northwest. 

“Aside from the federal government it- 
self,” he said, “it is difficult to find any 


5 


agency, public or private, that is as well 
equipped as the state power commission to 
undertake for the people the development 
of electric generation and its integration 
into the regional power system while effec- 
tively protecting the rights of the people.” 

It was subsequently reported that the 
chairman of the house public utilities com- 
mittee was drafting a bill which would 
abolish the state power commission. He 
said champions of public power would 
take the offensive in a rapidly developing 
battle over state power policies. His bill 
was prompted by the power commission’s 
dispute with Grant County Public Utility 
District over the right to build Priest 
Rapids dam, it was said. 


PUD-WWP Deal Broken off 


|g goog between Stevens County 

Public Utility District 1 and officials 
of Washington Water Power Company on 
counterproposals of purchase have been 
broken off following a joint conference, it 
was reported last month. 

The company, in the recent conference, 
submitted a figure which it considered fair, 
but the PUD refused to submit any figure 
and announced that further negotiations 
seemed to be useless and that it would 
proceed with the condemnation suit now 
pending, Mr. Robinson said. 


Wisconsin 


Gas Customers to Get Refund 


a gas customers in the Madison 
area are due for refunds of more 
than $280,000, it was announced recently. 

Madison Gas & Electric Company will 
get $127,303 from Michigan-Wisconsin 
Pipe Line Company for distribution to its 
gas users; Wisconsin Power & Light Com- 
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pany, Madison, $151,103; and the Stough- 
ton Light & Fuel Company, $3,939. 
Utility experts at the state public serv- 
ice commission said the average refund to 
Madison Gas & Electric space-heating cus- 
tomers should be about $12.40, and for 
home cooking and hot water heating users 
about $1.80, depending upon how long they 
had had gas service and the amount of use. 
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Progress of Regulation 


Court Differs with Commission on Cost Rate Base and 
Pension Premium Amortization 


HE Maine supreme court reversed a 

commission order allowing an elec- 
tric company a much lower rate increase 
than requested. The court sustained a num- 
ber of the nineteen exceptions filed and 
remanded the case to the commission for a 
decree on the existing record, in accord- 
ance with the court’s opinion. 


Erroneous Computation 


The first point on which the commission 
erred was in its computation of original 
cost less depreciation. This was one of the 
factors to which state law required that 
the commission give due consideration. 
The commission, in trying to eliminate any 
excess Over original cost, subtracted from 
net operating property the amount of Ac- 
count E-371 (the account in which ac- 
quisition payments in excess of original 
cost were accumulated ). The error in such 
a computation lies in the application of the 
gross figure of Account E-371 to a net de- 
preciated figure to arrive at a net figure. 
The simile used by counsel for the com- 
pany was considered apt : “One cannot add 
pears to potatoes and get potatoes.” 


Current Cost Factor 


An examination of the commission’s 
conclusions as to fair value indicated that 
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the rate base adopted was barely 3 per cent 
over the original cost depreciated. This was 
not considered sufficient in a state in which 
the legislature required that current cost 
be considered in arriving at a rate base. 
The court said: 


... the factor of current value is the 
only one which in any way reflects the 
greatly increased costs which seem to 
have become implemented into our econ- 
omy. We cannot escape the conclusion 
that the commission based its findings 
on a preconception that the legislature is 
in error in using current value as a fac- 
tor. It is not enough to give mere token 
recognition of a factor imposed by legis- 
lative mandate. The factor, properly de- 
termined, must find appreciable reflec- 
tion in the end result. In the light of 
what everyone knows about increased 
costs generally, we do not believe that 
an increase over original cost depre- 
ciated of barely over 3 per cent is an ap- 
preciable reflection of the impact of in- 
flation upon values. 


Recognition of Inflation 


The court noted that there had been a 
substantial inflation and quoted a Delaware 
court decision to the effect that judges are 
not necessarily ignorant in court of what 
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everybody else and they themselves out of 
court are familiar with. There is no rea- 
son why judges should pretend to be more 
ignorant or unobserving than the rest of 
mankind. This principle when applied to 
the commission in this proceeding would 
obviously require that the valuation of util- 
ity property be more than 3 per cent of 
original cost depreciated if any serious 
consideration were given to current cost. 


_ Pension Amortization 


In 1946 the company set up an insured 
pension plan for its officers and employees 
as part of its wage structure. Substantial 
premiums were paid on account of the past 
services of its then employees. The com- 
pany elected to amortize this payment over 
a 10-year period, the shortest allowable 
under the Internal Revenue Code. The 
commission ordered that amortization be 
spread over a 30-year period. 

The court first recognized the principle 
that interest on the unfunded actuarial re- 
serve requirement for pensions should be 
included as an operating expense. The 
court’s reasoning in allowing the 10-year 
period is reflected in the following state- 
ment : 


The reason usually advanced is that 
present and future consumers are 
deemed to benefit from the increasingly 
contented work force which results from 
an equitable wage structure including 
the granting of past service pensions. It 
seems clear that the longer the past em- 
ployment of an employee continued, the 
shorter will be the time during which he 


will serve before retirement and benefit 
the company and its customers as a satis- 
fied employee, but the greater will be his 
impact on the premium for past services. 
This suggests the fairness to future con- 
sumers in not extending the amortiza- 
tion period too far into the future. It is 
the. consumer. of the relatively near fu- 
ture who will benefit most: from the ex- 
penditure of the past service premium. 


Return Allowance 


The court approved the return computa- 
tion arrived at by the commission in the 
amount of 5.9 per cent and said there was 
substantial evidence to support this finding. 
The court indicated in its remand order 
that the court’s authority did not include 
the right to find a fair value or determine 
what the rates should be. Central Maine 
Power Co. v. Maine Pub. Utilities Com- 
mission (Me Sup Jud Ct) October 19, 
1954. 


Commission Action on Remand 


The commission on receiving the case 
on remand determined a fair value rate 
base which exceeded the original cost de- 
preciated by over 9 per cent. The return 
allowance was reduced to 5.8 per cent. 
The rates which would provide such a re- 
turn would in the words of the court 
“strike a nice balance between the essential 
revenue needs of the company and the 
value of the service to the ratepayers and 
their ability to pay.” Re Central Maine 
Power Co. FC No. 1410, December 14, 
1954. 


Accounting Treatment Prescribed for Customer Contributions 
Toward CATV System Construction 


HE Wyoming commission, in approv- 
ing an application for authority to 


operate a community antenna television 


system, gave careful consideration to the 
accounting treatment to be given plant 
constructed with funds supplied by the 
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customers. The company planned to finance 
its construction by charging commercial 
subscribers from two to three hundred dol- 
lars and residential subscribers $150 to 
hook on to the cable constructed by the 
company so that a strong television signal 
could be supplied an area in which an or- 
dinary household antenna would not pro- 
vide satisfactory reception. 


Refund Bond Required 


At the outset the commission observed 
that the Public Utilities Act does not pro- 
hibit such financing and that if the public 
were willing to pay the proposed charges, 
the commission would not say that they 
did not have the right to do so. The com- 
mission did require that a bond be filed to 
guarantee a pro rata refund of any over- 
payments toward the construction cost. 


Accounting Rule Prescribed 


The problems which confront a utility 
whose plant has been constructed almost 
entirely with funds supplied by customers 
were next considered. All of such contri- 
butions would be excluded from the rate 
base. 

No depreciation could be accrued on 
customer supplied plant. Over a period of 
time when these facilities were used up in 
the company’s operation, the customers’ 


contributions would be depleted without 
reimbursement to anyone. 

As a solution to this problem, the com- 
mission prescribed an accounting rule by 
which the customer contributions could be 
amortized out of earnings. The rule fol- 
lows: 


The corporation shall charge all new 
construction to the apropriate property 
account without reference to the source 
of the funds. It shall compute annual 
depreciation in the first instance against 
all property in service including con- 
tributed property. To offset the depre- 
ciation computed against contributed 
property, the amount of each year’s 
contributions credited in that year to the 
contributions account shall be amortized 
from that account to depreciation re- 
serve over a period approximately 
equivalent to the estimated service life 
of the property constructed out of con- 
tributions. The total amount of the 
amortization in each calendar year shall 
be deducted from the computed amount 
of annual depreciation for that year and 
the balance charged to operating ex- 
penses for depreciation. All retirements 
of property shall be charged to depre- 
ciation reserve. 


Re Cody Community Television Corp. 
Docket No. 9269, December 6, 1954. 


Condemnation for Underground Gas Storage Authorized 


HE Laclede Gas Company received 

from the Missouri commission au- 
thority to condemn certain underground 
areas for the storage of gas. This was 
deemed the most feasible and economical 
method presently available to the company 
for increasing its supply of gas for dis- 
tribution to the public. The commission 
found that the storage combined the ele- 
ments of public necessity, utility, expedi- 
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ency, and suitable location in the areas. 

The company asked for the order in 
furtherance of its proposal to store gas 
underground so as to be fortified in the 
event it should become necessary to invoke 
condemnation processes in connection with 
the project. The commission pointed out 
that the company was not seeking an order 
that the underground storage of gas was 
in the public interest. The statute does not 
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require an order authorizing condemnation 
in advance of, or as a condition precedent 
to, the company’s development of an un- 
derground gas storage reservoir. How- 
ever, the company cannot exercise the 
rights of condemnation unless it has an 
order authorizing such action. 


Nature of Storage Area 


The reservoir bed in which it was pro- 
posed to store natural gas lies more than 
a quarter of a mile beneath the surface of 
the earth. It has for a cap above it three 
formations of dense limestone, dolomite, 
and shale, having a thickness of almost 300 
feet. Scientific tests indicate that such cap 
is impermeable to the movement of gas 
through it. The reservoir bed and the seal- 
ing beds constitute a trap which will re- 
strain the gas stored. 

The commission found a tremendous 
demand in the company’s service area for 
natural gas for house heating which could 
be economically supplied only by the pro- 
posed underground storage. This demand 
has remained unabated in spite of the op- 
portunities of the people to obtain fuel oil 
and coal for house heating. 

Those objecting to the storage claimed 
that it was preferred by the company to 
other methods of augmenting its gas sup- 
ply solely because it was more economical, 
suitable, and feasible to the company. The 
commission rejected this contention and 
treated it as mere argumentative opinion 


to the effect that the company’s sole in- 
terest was cupidity. Evidence indicated 
that the company has been obliged to ob- 
tain commission approval of restrictive 
measures in its service because of its 
limited supply of gas. The commission 
visualized the pressure put upon the com- 
pany’s officers for gas for house heating 
which it was unable to supply. 


Motions to Dismiss 


Intervenors challenged the commission’s 
jurisdiction on the ground that exclusive 
jurisdiction was lodged in the Federal 
Power Commission under the Natural Gas 
Act. The commission rejected this argu- 
ment, stating that the act conferred exclu- 
sive jurisdiction upon the Federal Power 
Commission respecting the interstate trans- 
portation and sale of natural gas for resale, 
but left to the state the local regulation 
of the sales of purchased gas. Consequent- 
ly, it held that the Natural Gas Act did not 
render inoperative the state’s Gas Storage 
Act. 

The commission also ruled that nothing 
in the Gas Storage Act indicates that un- 
successful negotiation for the needed prop- 
erty rights is a condition precedent to the 
maintenance of this proceeding, the object 
of which is to obtain an order that it is in 
the public interest for the company to con- 
demn property rights when necessary. Re 
Laclede Gas Co. Case No. 12677, Novem- 
ber 19, 1954. 


Injunction against Natural Gas Storage 


__ company sought to enjoin a gas 
company from storing natural gas in 
strata directly underlying portions of its 
coal-mining areas. The gas company was 
engaged in both interstate and intrastate 
commerce and was subject to regulation 
by both federal and state commissions. The 


Pennsylvania supreme court pointed out 
that, even though the gas which was stored 
was transported in interstate commerce, 
once it had come to rest in the company’s 
facilities, it was subject to local regulation. 

The fact that the facilities were subject 
to the state commission’s regulation and 
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control did not prevent the court from 
granting injunctive relief against the stor- 
age since such storage was dangerous to 
the lives and property of others. 

In answer to the contention that the 
cessation of use of the underground fa- 
cilities would constitute abandonment and 
that abandonment may be had only with 
the approval of the commission, the court 
said : 

The answer to this is that there is no 
abandonment directed by the'court at 
this stage of the proceedings. Abandon- 


e 


ment necessarily implies the voluntary 
or intentional act of the party having 
the facility, right, or power to relinquish 
it. Here, if the court should grant full 
injunctive relief, the cessation would be 
forced upon defendant. See Re Pearl- 
man’s Trust, 348 Pa 488, 35 A2d 418, 
150 ALR 832. Furthermore, the court 
may grant relief short of .what it par- 
ticularly considers a cessation. See Meth 
v. Meth, 360 Pa 623; 62 A2d 848. 


Emerald Coal & Coke Co. v. Equitable 
Gas Co. 107 A2d 734: 


Commission’s Refusal to Allow Submetering and Resale of 
Electricity Upheld 


— practice of submetering and resell- 
ing electricity by landlords to com- 
mercial tenants in New York city had 
been terminated by the New York commis- 
sion. However, such resale had been al- 
lowed to continue at premises where it had 
been carried on at the cut-off date. In re- 
viewing a commission order disallowing a 
landlord’s application for authority to re- 
sell electricity in a new building, the New 
York supreme court was called upon to 
determine through what physical permuta- 
tions in structures on land the right to re- 
sell electricity ‘at premises” survived. 
The landlord’s new building had re- 
placed an old submetered building which 
had been reselling electricity. Prior to the 
erection of the new building, the land had 
lain vacant for over a year. The court, in 
affirming the commission’s denial, stated : 


To hold that the owner of vacant land 
would always automatically and invari- 
ably come within the exception if he had 
sold electricity to tenants on July 31, 
1951, would open the way to radical ex- 
tension of ‘the right to submeter and 
resale in larger structures and to tenant 
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groups of greater magnitude than those 
previously served. The regulation ought 
not necessarily to be construed that way; 
and it seems to us reasonable to rule, 
as the commission has, that the right of 
petitioner to sell electricity at the “prem- 
ises”’ 761-765 Broadway terminated 
when the old buildings were demolished 
and replaced by the new one. 


The commission had retained the right 
to permit resale even though the landlord 
was not reselling electricity to tenants on 
the cut-off date. The landlord claimed that, 
because the commission had granted per- 
mission to other applicants, the disallow- 
ance was discriminatory. The court noted 
that in each case of approval, the struc- 
ture had been designed for submetering 
and was well on the way to completion at 
the cut-off date. In the instant application, 
the land was vacant almost a year after 
the cut-off date. 


Port Authority Not Analogous 


The landlord cited the permission given 
the Port of New York Authority to sub- 
meter at Idlewild Airport, to aid its con- 
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tention of discrimination. Only the most 
tenuous analogy could bring the landlord’s 
situation close to that at the airport, 
thought the court. There, many miles of 
wire and other distribution facilities were 
owned by the authority and the utility 
could not be required to render direct serv- 


e 


ice through these facilities, or as a prac- 
tical matter be required to build parallel 
installations. The tariff was not intended 
to prohibit submetering where the utility 
itself was unable to furnish direct service 
to the consumer. Re Trustees of Sailors’ 
Snug Harbor, 135 NYS2d 110. 


Rate Differential between Rail and Truck Carriers Upheld 


Srves motor carriers brought an action 
in the United States district court 
against the Interstate Commerce Commis- 
sion and ten railroads. An injunction was 
sought against the commission order which 
allowed the railroads lower rates than the 
published motor carrier rates for hauls 
longer than 75 miles. 

Noting that it could not set aside a rate 
order of the Interstate Commerce Com- 
mission unless the rates were confiscatory, 
or the commission had acted arbitrarily in 
fixing the rates, or exercised its authority 


& 


in an unreasonable manner, the court af- 
firmed the order and denied the requested 
injunction. 

The evidence showed that, in the move- 
ments involved, the railroads could not 
compete with petroleum tank truck car- 
riers on a parity of rates. The rates which 
the commission had described were com- 
pensatory and not lower than necessary to 
meet the competition, and were in further- 
ance of the national transportation policy. 
Ward Transport, Inc. v. United States, 
125 F Supp 363. 


Order Affirmed When Commission Reaches Right 
Destination over Wrong Route 


HE Kentucky court of appeals affirmed 

a lower court decision sustaining a 
commission decision setting aside an order 
approving a rate increase for a gas and 
electric company on procedural grounds. 
The commission originally had allowed the 
increase but subsequently, after a customer 
complained, set aside the approval because 
the company had not complied with a com- 
mission regulation requiring publication 
of a notice of the change for three con- 
secutive weeks prior to the filing. 


Invalid Regulation 


The court upheld the company’s con- 
tention that the regulation on which the 
commission based its decision was invalid. 


173 


A statute provided that no rate increase 
could be made effective except upon twen- 
ty days’ notice to the commission. The 
court held that the regulation in question 
was an improper attempt by the commis- 
sion to materially alter the enactment. 


Commission Order Affirmed 


The court did not limit the review of 
the commission action to the one ground 
relied upon. In fact, several other valid 
requirements had not been complied with 
and were legitimate reasons for the com- 
mission’s action. Some of these related to 
the filing of complete copies of the tariffs 
with the commission at least twenty days 
prior to their effective date, the filing of 
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detailed financial reports with the commis- 
sion, and exhibiting of proposed changes 
in the company’s places of business. 
The fact that the commission rested its 
decision on an invalid regulation did not 
preclude the court from considering wheth- 


er there were other valid reasons for the 
commission decision. A proper order must 
stand “even though the commission trav- 
eled the wrong route when... it reached 
the right destination.” Union Light, Heat 
& Power Co. 271 SW2d 361. 


Other Important Rulings 


Carrier Recovers Additional Charge. 
The New York supreme court held that 
a carrier was entitled, under its tariff, to 
receive an additional charge for perform- 
ing pick-up service from the interior of a 
shipper’s building where the shipping room 
was enclosed by the outer wall of a ware- 


house and the carrier, upon request, car- 
ried the merchandise on hand trucks out 
of the shipping room, across the loading 
platform, and into the trucks. Bianchi 
(Federal Transportation Lines) v. Sears, 
Roebuck & Co. 284 App Div 709, 134 
NYS2d 495. 
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NEW ENGLAND TELEPH. & TELEG. CO. v. DEPT. OF PUB. UTIL. 


MASSACHUSETTS SUPREME JUDICIAL COURT, SUFFOLK 


ry 


| New England Telephone & 
| Telegraph Company 


Uv 


Massachusetts Department of 
Public Utilities 


; — Mass —, 121 NE2d 896 
i September 20, 1954 


EVIEW of department order disallowing telephone com- 
R pany’s proposed rate increase and directing filing of new 
schedules; recommitted to department for findings in accordance 

with opinion. 


Valuation, § 27 — Rate base — Measues of value. 
1. The court will not require the department to adopt any particular 
measure of value or combinations thereof for determining a telephone 
company’s rate base, p. 73. 

Appeal and review, § 48 — Interfering with rate-making power — Confiscation 

as prerequisite. 

2. The court will not interfere with the rate-making power of the depart- 
ment unless confiscation is clearly established, p. 74. 


Security issues, § 99 — Capital structure — Proportion of debt. 
3. The reduction of a telephone company’s debt ratio is within the discre- 
tion of the company’s management, p. 74. 


Return, § 26.1. — Debt ratio — Actual and assumed. 
4. The department’s action, in fixing a telephone company’s rates upon 
the basis of an assumed debt ratio of 45 per cent, even though the company 
had cut its actual debt ratio to 36.1 per cent, is not unlawful or confiscatory, 
p. 74. 


Expenses, § 49 — Pension freezing payments. 
5. The allowance of only one-half of a telephone company’s pension freezing 
payments as operating expense is arbitrary and unreasonable if unsupported 
by evidence, p. 75. 


Expenses, §49 — Pension freezing payments. 
6. A telephone company should be allowed to deduct, as operating expense, 
the full amount of payments made into a pension fund equal to the income 
which the frozen unfunded reserve would have earned were it an actual 
fund available for investment, p. 75. 
[5] 65 6 PUR 3d 
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Appeal and review, § 54 — Extent of error — Expense allowance. 
7. The court will not overlook an error by the department of $192,000 
disallowed as an operating expense, as being too “insignificant” in compari- 
son with other figures in the case, p. 77. 

Rates, § 120.1 — Reasonableness — Test period — Contemporary data. 
8. A telephone company’s rate base should be raised to reflect a substan- 
tially increased investment so that the company may conduct its operations 
with the allowed revenue more nearly based upon contemporary data where 
the company has, in the past, failed to earn the allowed rate of return, 
p. 77. 
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APPEARANCES: Charles C. Cabot permissible. GL (Ter Ed) Chap 159, 








(John M. Gepson, Charles Ryan, 
Robert H. Montgomery & William M. 
Hogan, Jr., Boston), for plaintiff; 
Matthew S. Heaphy, Assistant Attor- 
ney General, Edward N. Gadsby, Lit- 
tleton (Jason A. Aisner, Assistant 
Attorney General, with them), for 
defendants. 


Before Qua, CJ., and Ronan, Wil- 
kins, Spalding, and Counihan, JJ. 


Wirkins, J.: This appeal by the 
company under GL (Ter Ed) Chap 
25, § 5, as appearing in Stats 1953, 
Chap 575, § 1, is to review orders of 
the department entered on September 
30, 1953, and later amended,! which 
disallowed rates and charges filed by 
the company on December 10, 1952, 
to take effect on January 10, 1953, 
and April 1, 1953, and ordered the fil- 
ing of new schedules. 

The disallowed rates were designed 
to increase current earnings by $10,- 
225,000. As in Department of Pub- 
lic Utilities v. New England Teleph. 
& Teleg. Co. (1950) 325 Mass 281, 
283, 284, 82 PUR NS 142, 90 NE2d 
328, the department suspended the 
application of the proposed rates for 
ten months, the maximum period 





1 Before the department the proceedings 
were known as DPU 10,349 and DPU 
10,564, 2 PUR3d 464. 
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§ 20, as amended by Stats 1939, Chap 
18. Hearings before the department 
began on February 17, 1953, and end- 
ed on July 22, 1953. The new sched- 
ules ordered to be filed on September 
30, 1953, were designed to increase 
gross annual intrastate revenues by 
not more than $4,519,450. The deci- 
sion of the department expressed be- 
lief that this increase would produce 
a return upon net original cost of the 
company’s property in this common- 
wealth of 6.313 per cent. Such return 
was to be at a rate of 8.5 per cent upon, 
common stock capital and at a rate of 
3.64 per cent on debt capital. 

On October 13, 1953, the company, 
without waiving its right to appeal, 
filed new schedules. Following entry 
of this appeal, a single justice stayed 
the orders subject to a repayment 
bond, see Rule 46 of the Rules for the 
Regulation of Practice at Common 
Law and in Equity (1952) 328 
Mass 725, and the rates filed on 
December 10, 1952, became effective 
on November 5, 1953. 


The Stipulation, Reservation, 
and Report 


The case was heard by a single 
justice upon the petition for appeal 
and the record on appeal. The latter 
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includes the transcript of testimony 
and exhibits before the department; 
and, by stipulation, additional docu- 
mentary evidence pertinent to the com- 
pany’s operations during the nine 
months ending September 30, 1953, 
and modified findings of fact and 
amended orders made thereon by the 
department. Such evidence disclosed 
the effect of actual operations down to 
the date of the department’s decision 
and tended to show that the earnings 
for the first nine months of 1953 were 
at the rate of 5.25 per cent. The 
amended orders permitted the com- 
pany to file schedules of rates designed 
to yield gross revenues of $2,927,350 
in excess of those provided in the or- 
der of September 30, 1953, supra. 
The single justice, at the request of 
the parties, reserved and reported the 
case without decision, such decree to 
be entered as might be appropriate 
under GL (Ter Ed) Chap 25, §5, 


as amended. 


Issues 


The company contends that the de- 
partment’s orders are confiscatory 
because (1) they do not permit the 
company to earn a reasonable return 
upon the fair value of its property; 
and because (2) on the prudent invest- 
ment cost of capital theory adopted by 
the department (a) the company will 
not earn upon its investment the pre- 
dicted return of 6.313 per cent; (b) 
the department used a hypothetical 


debt ratio of 45 per cent instead of the 
actual ratio of 36.1 per cent in comput- 
ing over-all cost of capital; and 
(c) the department disallowed as an 
expense of operation certain amounts 
actually paid by the company into its 
pension fund. 


The Department’s Original Decision 


The department adopted a rate base 
computed on original cost of plant less 
accrued depreciation, taking the com- 
pany’s book figures as such, and not 
merely as evidence of present value,* 
less certain deductions it saw fit to 
make. In so doing, the department 
excluded plant under construction, 
property held for future use, and cash 
working capital, the last on the ground 
that tax accruals are more than ample 
for the purpose. It disallowed one 
half of the pension freezing payments 
so called, about which we shall have 
more to say later. 

The average net intrastate invest- 
ment appearing as the company’s book 
cost has been steadily increasing. 
Some of the figures are: 1947, $186,- 
882,000; 1951, $247,436,000; 1952, 
$255,709,000; and May 31, 1953, 
$267,703,000. The company’s esti- 
mates for two of the dates upon which 
the rates would be in effect were De- 
cember 31, 1953, $282,385,000, and 
December 31, 1954, $305,086,000. 
The increase from 1947 to 1952 was 
about 37 per cent. If the estimated 
figure for the end of 1954 should be 





2To borrow words of the department’s 
brief: “It refused to toy with reproduction 
cost or cost indices and looked only to the 
original cost of the property as it appeared 
on the books of the utility. To query as to 
whether or not it was finding a ‘value’ by this 
process is a fruitless and unrealistic inquiry 
into pure semantics.” 


67 


3The company considers that the depart- 
ment erred in excluding these items, but does 
not ask us to decide these questions. In an 
appendix to its brief, the company says, “Since 
these points are relatively unimportant in the 
decision of this case, we point them out here 
merely to show that the department eliminated 
actually existing investment as well as it 
failed to recognize known future investment.” 
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attained, the increase from 1947 
would be about 63 per cent. The gross 
construction program of the company 
in Massachusetts appears from these 
figures: 1950, $22,157,000; 1951, 
$26,726,000; 1952, $34,899,000; 
1953 (estimated) $41,000,000; and 
1954 (estimated) $44,400,000. 

We quote from the decision of the 
department: “It is essential in order 
for respondent to be in position to fur- 
nish adequate service to the people of 
Massachusetts that this gigantic con- 
struction program be encouraged. In 
March, 1953, there were 22,154 or- 
ders for main station service held by 
respondent in Massachusetts awaiting 
facilities. In addition, there were 109,- 
921 orders for regrades so held. 
[A]lthough the company has been 
making some progress in reducing the 
number of held orders and regrades, 
the new demand is so substantial that 
it continues to have a very large num- 
ber of such orders in its files at the 
end of each year. It is in large meas- 
ure due to this situation that respond- 
ent is committed to such large capital 
expenditures in the immediate fu- 
ture. , 

“The plant so being constructed is 
relatively expensive. At the end of 
1951, the total plant in service per 
telephone was about $258. During 
1952, 52,945 new phones were added, 
and the gross book cost increased at 
the rate of $382 per additional tele- 
phone. It is, in other words, retiring 
some relatively low cost plant and add- 
ing a great deal more new plant under 
present-day inflated costs.” [Supra, 
2 PUR3d at p. 475.] After criticiz- 


ing the company for canceling its ex- 
pansion plans in 1949 when the rates 
in effect were those held to be confisca- 
tory in New England Teleph. & Teleg. 
Co. v. Department of Public Utilities 
(1951) 327 Mass 81, 88 PUR NS 73, 
97 NE2d 509,* the department’s deci- 
sion continues: “[WHJe believe in 
[it?] our duty to further its present 
expansion program as best we can for 
the benefit of the public. It is neces- 
sary, of course, in finding the appro- 
priate rate base, to use one to which 
it is possible to relate an income state- 
ment. Under the prudent investment 
rule, which we have followed wher- 
ever possible, such figures, as well as 
the rate of return used in connection 
therewith, should be as nearly con- 
temporary as possible. However, 
fair treatment of an earnings statement 
requires the use of a full year’s figures 
in order to avoid seasonal distortion. 
The only earnings statements covering 
a full year which appear in evidence 
are those for the year 1952. We be- 
lieve, therefore, that the proper rate 
base to use in these proceedings is the 
average net plant investment for the 
year 1952. We find the proper rate 
base as of such period to be $250,- 
084,000, computed as follows: 


Gross plant in service ........ $384,240,000 
Less depreciation reserve 136,756,000 

Net plant in service ........ $247,484,000 
Plus materials and supplies .... 2,779,000 
Average net investment ...... $250,263,000 
Less Charleston Plan correction5 79,000 


Rate base $250,084,000” 
[Supra, 2 PUR3d at p. 476.] 





It was there stipulated that the composite 
return on the rate base resulting from the 
department’s order would be 4.887 per cent 
if the company was not entitled to earnings on 
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reinvested surplus and 4.768 per cent if the 
company was so entitled. 327 Mass 81, 84, 85, 
88 PUR NS 73, 97 NE2d 509. 

5 Adopted early in 1952 for the separation 
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The department made certain modi- 
fications in the earnings as appearing 
in the books, the more important be- 
ing to allow a full year’s operation to 
a wage increase given the company’s 
employees effective October 12, 1952, 
and to a rate increase effective July 
24, 1952. It then computed the 1952 
net earnings to be $13,970,000, which 
would mean a return of 5.59 per cent 
on the rate base of $250,084,000. 
The decision referred to estimates pre- 
sented by the company that the then 
existing rates would yield net earn- 
ings for 1953 of $14,076,000, or 5.17 
per cent, on an average net investment 
of $272,375,000, and for 1954 of $14,- 
747,000, or 5.01 per cent, on an aver- 
age net investment of $294,440,000. 
The estimates were dismissed with 
the statement: ‘However, the com- 
pany did not pretend to do more than 
support its claim to increased rates by 
its future estimates, and all of the item- 
ized data presented relate to 1952 re- 
sults.” [Supra, 2 PUR3d at p. 478.] 

As to a substantial regulatory lag 
found to exist in this case, the decision 
commented: “It is unfortunate that 
this results, in a period of rising pric- 
es, in detriment to the utility and in 
balance sheet results which are less 
favorable than contemplated by the 
regulatory agency. It is to be ob- 
served, however, that in a period of 
falling prices, this process works in 
reverse, and it is usually some time 
before even the most diligent regu- 
latory agency can be in a position to 
demand a corresponding decrease in 
rates.” [At p. 478.] 

The department made certain ex- 


pense modifications. It increased the 
figure for taxes by $104,000, and de- 
creased the amount of telephone ex- 
penses by $192,000 representing one 
half of the company’s actual payments 
into its pension fund, so called “pen- 
sion freezing’ payments, which the 
department found “should have been 
charged against operations in previous 
years, and are an improper charge 
against operations in 1952.” [At p. 
480.] The effect of these changes 
was to bring the net intrastate earn- 
ings under the then rates to $14,058,- 
000, a return of 5.62 per cent on the 
rate base found. 

To reflect the 1953 results so far as 
it had them, which was for five 
months, the department decreased this 
earnings figure to $13,755,000, and 
used the reduced amount for the pur- 
pose of computing the increased reve- 
nues to which the company was en- 
titled. The decision referred to testi- 
mony that the first five months 
normally would show better results 
than would the balance of the year, 
and that the third quarter is usually a 
poor earning period. These factors, 
however, were disregarded because of 
testimony that the ‘plant being added 
is of a nature which should tend to 
decrease operating costs at a more 
rapid rate than maintenance increas- 
es.”® Also, because of testimony “re- 
garding the earnings potentialities of 
the new plant,” the department did not 
accept the company’s estimates of 
earnings beyond 1953. 

In the New England Telephone 
Case, supra, reported in 327 Mass at 
p. 91, 88 PUR NS at p. 80, 97 NE2d 





of that portion of the company’s plant appli- 
cable solely to intrastate operations. 

6 The optimism engendered by this unspeci- 
fied testimony had not been justified by the 
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time of the supplemental decision. The com- 
pany contends that it was wholly without 
reliable foundation in the first place. 
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at p. 515, the debt ratio was 62.1 per 
cent. Asa result of security issues the 
debt ratio at the time of the decision 
in the present case was 36.1 per cent. 
On this subject the department de- 
clared: “We cannot find that the 
company’s directors were acting capri- 
ciously or arbitrarily in establishing 
the existing corporate structure, or 
that they were exercising anything ex- 
cept their own best judgment of what 
is best for respondent, which doubt- 
less is their primary duty as directors. 
On the other hand, we find that the 
company can operate without trouble 
on a 45 per cent debt ratio and that 
such debt ratio would not entail undue 
additional interest expense, nor would 
it interfere with the soundness of its 
debt or equity securities. We find 
such ratio to be adequately conserva- 
tive for this type of utility. It is pos- 
sible that the higher debt ratio might 
endanger the present high rating of 
its bonds, though we doubt it and in 
any event, we see nothing catastrophic 


45% debt capital X 3.64% net return = 


55% stock or equity capital X 8.5% net 


Comnosite net return on total of both 


RMS WE UMOEEL 6 oo. cobs acs ose cue. ves 


These figures are the same as the 
minimal nonconfiscatory rates found 
by us in the previous New England 
Telephone Case, supra, 327 Mass 81, 
88 PUR NS 73, 97 NE2d 509, except 
for the actual cost of debt capital, 
which there was 3.45 per cent, and, of 
course, the total, which reflects that 
difference.’ The net return on stock 
capital is at the exact rate which we 


in such an eventuality. We find 
finally that full recognition of the in- 
terest of the ratepayers in respond- 
ent’s capital structure demands that 
we adopt such debt ratio for the pur- 
pose of computing a fair rate of 
return.” [2 PUR3d at pp. 486, 487.] 
The department found the cost of addi- 
tional debt capital to the company to 
be 3.90 per cent, and the aggregate 
current cost of debt capital at a 45 
per cent debt ratio to be 3.64 per cent. 
The decision prophesied that “a return 
of 8.5 per cent on the company’s equity 
investment will yield it a fair return, 
and will be more than adequate to 
insure the attraction of the necessary 
additional equity funds which it will 
require.” [At p. 493.] The depart- 
ment concluded that the following 
over-all rate of return will be fair and 
equitable, will maintain the company’s 
credit, and enable it to obtain addi- 
tional capital when needed to serve 
its public: 


1.638% net return on whole capital 


return = 4.675% net return on whole capital 





6.313% 


found barely not to be confiscatory in 
the earlier case where we said, 327 
Mass at p. 96, 88 PUR NS at p. 83, 
97 NE2d at p. 517: “In our opinion 
therefore a net return of less than 8.5 
per cent on stock capital or less than 
6.23 per cent on the sum of both kinds 
of capital is below the level where 
confiscation begins. It does not follow 
that a considerably higher return 





7 The department carried its computation to 
the third decimal point, and so its product of 
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55 times 8.5 per cent is 4.675 per cent instead 
of 4.68 per cent. 
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might not fall within the range of rea- 
son and might not have been allowed 
by the department, but our duty is 
performed by marking the line of con- 
fiscation.” See Massachusetts Bond- 
ing & Ins. Co. v. Commissioner of 
Insurance (1952) 329 Mass 265, 270, 
107 NE2d 807; Federal Power Com- 
mission v. Natural Gas Pipeline Co. 
(1942) 315 US 575, 585, 42 PUR 
NS 129, 86 L ed 1037, 62 S Ct 736. 


The Department’s Supplemental 
Decision 


The supplemental decision was dat- 
ed January 6, 1954, 2 PUR3d 501, 
and contained these findings. The 
company had actively continued its 
construction program. Its investment 
account on September 30, 1953, was 
$276,648,000, and the average for the 
nine months ending on that date $269,- 
564,000. The rate base found in the 
earlier decision should be raised to 
$260,396,000. For the nine months 
ending September 30, 1953, revenues 
were $106,378,000, expense $80,567,- 
000, and net earnings, after taxes and 
before interest, $10,623,000. Modi- 
fied by the rate increase allowed under 
the order of September 30, 1953, 2 
PUR3d 464, net earnings would be 
$12,198,000. However, depriving 
the company of the credits for interest 
charged during construction and dis- 
allowing one half of the “pension 
freezing” payments, the earnings for 
the nine months would “appear” as 
$12,047,000, an amount, which, if an- 
nualized, would mean a return on a 
$260,396,000 rate base of 6.17 per 
cent instead of the 6.313 per cent to 


which the company was found to be 
entitled under the previous order. A 
“very large part of this effect” is due 
to increased operating costs. If ap- 
plied to the nine months ending Sep- 
tember 30, 1953, the wage increase of 
October 11, 1953, would raise expense 
$1,515,000 and decrease net earnings 
$710,000. The company is entitled 
to earnings of $16,438,800 after taxes 
but before interest to achieve a return 
of 6.313 per cent, but under the rates 
filed as a result of the order of Sep- 
tember 30th is earning only $15,116,- 
000. To increase net earnings by $1,- 
322,800, there must be a gross increase 
in revenues of $2,927,350. The or- 
der, accordingly, allowed increased 
gross annual revenues of $7,446,800. 

The supplemental decision referred 
to a “disconcerting fact” shown by 
the comparative earning statements 
for 1952 and 1953. On September 
30, 1952, the company was operating 
64.8 per cent of its stations in dial 
service at a traffic expense, consisting 
almost entirely of operators’ wages, 
of $23,043,000. On September 30, 
1953, dial service covered 66.1 per 
cent of its stations, and traffic expense 
had increased to $24,518,000. The 
department observed: “Some of this 
increase is doubtless due to a wage 
increase effective late in 1952, but it 
is disturbing to find that the conver- 
sion to dial service has so little effect 
upon respondent’s operating wages. 
The natural assumption would be that 
its traffic expense would decrease and 
maintenance expense increase in pro- 
portion of the percentage of dial sta- 
tions. [I]t may be that the 





8 Chiefly because of federal income taxes it 
takes $2,213 of revenues to net one dollar 
of earnings. In its decision the department 
stated that “out of every dollar of gross reve- 


nue paid by telephone users in Massachusetts, 
about 14 cents went to pay taxes” [2 PUR3d 
at p. 482] of all kinds. 
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effect of the dial conversion upon 
traffic expense is not reflected as 
promptly as might be expected. The 
facts do, however, further 
substantiate the conclusion to which 
we arrived in our previous order that 
the increase in earnings which we are 
providing for herein should prove to 
be substantially higher than is indi- 
cated and there is or should be a cor- 
respondingly increased margin in net 
telephone earnings in the future.” 
[ Supra, 2 PUR3d at p. 504.] 


Rate Base 


The company declares fair value to 
be the principal issue and makes the 
contention that Arts 10 and 12 of the 
Declaration of Rights of the Constitu- 
tion of this commonwealth strike down 
an order of a rate regulating body 
which denies to a public utility the 
opportunity to earn a fair return on the 
value of the property used to render 
the service. This question, now pre- 
sented to this court for the first time, 
expressly was left undecided in Lowell 
Gas Co. v. Department of Public Util- 
ities (1949) 324 Mass 80, 94-96, 78 
PUR NS 506, 84 NE2d 811, and 
New England Teleph. & Teleg. Co. v. 
Department of Public Utilities (1951) 
327 Mass 81, 88, 89, 88 PUR NS 73, 
97 NE2d 509. 

We note that no point is made under 
the Constitution of the United States, 
where the contention seems to be an- 
swered in the negative by the majority 
opinion in Federal Power Commis- 
sion v. Hope Nat. Gas Co. (1944) 
320 US 591, 602, 603, 51 PUR NS 
193, 88 L ed 333, 64 S Ct 281, which 
is, of course, of only persuasive value 


as to our state Constitution. See Re 
Opinion of the Justices (1952) 328 
Mass 679, 685-687, 95 PUR NS 210, 
106 NE2d 259. 

In Donham v. Massachusetts Pub. 
Service Commission, 232 Mass 309, 
313, PUR1919C 880, 884, 122 NE 
397, 399, appears the statement: “The 
rule established by the public service 
commissioners for their guidance in 
fixing rates in an earlier case and ap- 
parently intended to be followed by 
them in others, so far as applicable, is 
that under the Massachusetts law 
‘capital honestly and prudently invest- 
ed must, under normal conditions, be 
taken as the controlling factor in fix- 
ing the basis for computing fair and 
reasonable rates,’ and that ‘such rates 
are to be allowed as will yield a fair re- 
turn upon such investments.’ Bay 
State Rate Case, 4 Mass PSC Rep 
11, 12, PUR1916F 221.’° Later in 
the opinion it was observed, 232 Mass 
at p. 315, PURI919C at p. 886, 122 
NE at p. 400: “The subject of rate 
making or rate revision by the legis- 
lature or by public officers established 
by legislative authority, has not been 
much discussed in the decisions of 
this court.” This observation still 
holds true as to the topic presently 
under discussion. From our own re- 
ports, so far as we are aware, we 
need mention only two statements, the 
first in an advisory opinion, and the 
second in a self-professed dictum cit- 
ing the first. 

In Re Opinion of the Justices 
(1925) 251 Mass 569, 610, 147 NE 
681, 700, relating to the constitu- 
tionality of a proposed compulsory 
motor vehicle insurance statute, it was 





8For an impartial short critique of the 
Massachusetts so-called prudent investment 
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theory down to 1941, see Barnes, “The Eco- 
nomics of Public Utility Regulation,” 506-511. 
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said: “A fundamental principle of 
rate making by public authority is that 
in general the rate so established must 
be sufficient to yield a fair return on 
the reasonable value of the property 
used or invested for doing the business 
after paying costs and carrying charg- 
es. Rates not sufficient to yield such 
return are unjust, unreasonable and 
confiscatory. That is the general 
rule.” There was no citation ot au- 
thority, and the precise point then 
under discussion was the need under 
the Constitution for a provision for 
judicial review of premiums to be 
established by the commissioner of in- 
surance. 

In Horton v. Attorney General 
(1929) 269 Mass 503, 509, 169 NE 
552, 555, it was stated, “Reliance is 
placed in this connection on that part 
of Re Opinion of the Justices (1925) 
251 Mass 569, found at pages 610, 
611, 147 NE 681. It there was said 
in substance that, where rates to be 
charged for public utility service by 
private persons or corporations were 
regulated by public authority, provi- 
sion must be made for judicial review 
of the rates so established to the end 
that they may be reasonable, yield a 
fair return upon the value of the prop- 
erty employed, after paying costs and 
carrying charges, and that final deter- 
mination of such rates could not be 
vested in a public officer, as was ex- 
pressly provided in the proposed bill 
then under consideration. What there 
was said, with ample citation of au- 
thoritative decisions, is now adopted 
and affirmed. That principle is not 
pertinent to the cases at bar.” It will 
be noted that the phrase in the advi- 
sory opinion, “fair return on the rea- 
sonable value of the property used or 


invested for doing the business,” has 
become “fair return upon the value of 
the property employed.” No great 
significance should be attributed to 
the variation, as the guiding influence 
in both undoubtedly was Smyth v. 
Ames (1898) 169 US 466, 42 L ed 
819, 18 S Ct 418, and succeeding cas- 
es in its line. 

[1] In this state of the authorities 
we shall not adopt at this relatively 
late date a construction of the Consti- 
tution of this commonwealth which 
compels the use of any particular 
theory or method or combination of 
theories or methods for determining a 
rate base. Simpson v. Shepard (Min- 
nesota Rate Cases), 230 US 352, 434, 
57 L ed 1511, 33 S Ct 729, 48 LRA 
NS 1151, Ann Cas 1916A 18; Geor- 
gia R. & Power Co. v. Georgia R. 
Commission, 262 US 625, 629, 630, 
PUR1923D 1, 67 L ed 1144, 43 S Ct 
680; New England Teleph. & Teleg. 
Co. v. State of New Hampshire 
(1949) 95 NH 353, 357, 78 PUR 
NS 67, 64 A2d 9; New England 
Teleph. & Teleg. Co. v. State of New 
Hampshire (1953) 98 NH 211, 219, 
99 PUR NS 111, 97 A2d 213; Chesa- 
peake & P. Teleph. Co. of Baltimore 
City v. Maryland Pub. Service Com- 
mission (1952) 201 Md 170, 181, 
182, 97 PUR NS 50, 93 A2d 249. 
We cannot read in the Declaration of 
Rights a mandate that either repro- 
duction cost or original cost must be 
exclusively adopted in the regulation 
of rates of a public utility. We would 
not be justified in laying hold of any 
part of our fundamental law for the 
purpose of overriding the department 
merely because a particular approach 
to rate regulation was not used. It 
would not be helpful to discuss the 
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opinions of the Supreme Court of the 
United States, or of courts of last 
resort in other states, in many of the 
latter of which the language of some 
special statute forms the decisive com- 
ponent. 

The department, citing the Hope 
Case, supra, points out that it consid- 
ered what rate of return was neces- 
sary for the company to realize upon 
the rate base found, in order to main- 
tain financial integrity, attract capital, 
and compensate investors for the risks 
assumed. See New England Teleph. 
& Teleg. Co. v. Department of Public 
Utilities (1951) 327 Mass 81, 94, 88 
PUR NS 73, 97 NE2d 509; Bluefield 
Water Works & Improv. Co. v. West 
Virginia Pub. Service Commission, 
262 US 679, 692, PUR1923D 11, 67 
L ed 1176, 43 S Ct 675; Colorado In- 
terstate Gas Co. v. Federal Power 
Commission (1945) 324 US 581, 
605, 58 PUR NS 65, 89 L ed 1206, 
65 S Ct 829. Between November 10, 
1952, and January 10, 1953, the mar- 
ket price of the stock varied between 
108% and 1123. At the time of the 
supplemental decision the stock was 
selling at about 116, which was what 
one of the company’s witnesses testi- 
fied that the market should be in order 
to enable the sale of new common stock 
at par $100. More recent market 
quotations naturally are not in the rec- 
ord. 

The company declared dividends at 
the rate of $8 per annum for 1952. Its 
dividend rate had not been as high as 
$8 since 1932. It paid $7 in 1940 and 


1941, $6.50 in 1936 and 1939, and 
$6.25 in 1937. Otherwise it had never 
paid over $6 since 1932. These find- 
ings appear in the decision along with 
a discussion of the company’s success 
in recent new stock offerings. 

[2] The “ ‘court, will not interfere 
with the exercise of the rate-making 
power unless confiscation is clearly 
established.’”” New England Teleph. 
& Teleg. Co. v. Department of Public 
Utilities, supra, 327 Mass at p. 
86, 88 PUR NS 73, 97 NE2d at p. 
512, quoting from St. Joseph Stock 
Yards Co. v. United States (1936) 
298 US 38, 53, 14 PUR NS 397, 405, 
80 L ed 1033, 56 S Ct 720. 

We are far from saying that the 
course followed by the department in 
the present case would meet constitu- 
tional requirements in every other. 
Our holding is that in the present case 
confiscation is not clearly established. 


Debt Ratio 


[3,4] In the previous New Eng- 
land Telephone Case company reve- 
nues were to be determined in a set- 
ting where the debt ratio was admit- 
tedly too high. As above noted, the 
debt ratio was 62.1 per cent, the com- 
pany advocated reduction to 35 per 
cent, and the department approved 
rates after finding that a debt ratio of 
45 per cent would be reasonable. In 
rejecting the contention that the ques- 
tion was exclusively one of manage- 
ment for the company, we said, 327 
Mass at p. 91, 88 PUR NS at p. 80, 
97 NE2d at p. 515, that “we are not 





10In Federal Power Commission v. Hope 
Nat. Gas Co. (1944) 320 US 591, 51 PUR NS 
193, 88 L ed 333, 64 S Ct 281, cited by the 
department in its decision six times, the court 
divided five to three with a concurring opinion 
by two justices and separate dissents by three. 
The prudent investment or original cost theory 
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followed by the department received its impetus 

in a concurring opinion of Mr. Justice Brandeis 

in which Mr. Justice Holmes joined. Missouri 

ex rel. Southwestern Bell Teleph. Co. v. Pub- 

lic Service Commission of Missouri, 262 US 

ye tt PURI1923C 193, 67 L ed 981, 43 
t . 
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prepared to say that the refusal of the 
department to adjust its rates to a 
reduction in the debt ratio all at once 
under particularly adverse conditions 
from the high point of 62.1 per cent 
to an ideal ratio of 35 per cent or low- 
er and the department’s adoption of 
the figure of 45 per cent were in them- 
selves unlawful or confiscatory.” 


In the present case the question 
arises in different form. The debt 
ratio has been cut by management to 
36.1 per cent. With reduction an 
accomplished fact, the department has, 
nevertheless, allowed rates as before 
upon an assumed debt ratio of 45 per 
cent. The company insists that here 
is interference with the prerogatives 
of management. The department, on 
the other hand, presses the argument 
that the company acted “in flagrant 
and contumacious disregard of the 
expressed opinion of the department.” 
We agree with neither. As a matter 
of internal management, the compa- 
ny’s directors had the right to deter- 
mine upon the reduction in indebted- 
ness. Indeed, the department’s very 
decision declares that the primary duty 
of the directors was to exercise their 
own best judgment of what was best 
for the company, and intimates by in- 
direction that they did so. The direc- 
tors did not have to abdicate their 
own business judgment and to ingest 
the department’s opinion or else be de- 
nounced as contumacious. But, as 
pointed out in the previous case, 327 
Mass at pp. 90, 91, 88 PUR NS at pp. 
79, 80, 97 NE2d at pp. 514, 515, debt 
structure and the percentages of debt 
and equity capital enter vitally into 
the determination of the amount which 
the consuming public should pay. A 
35 per cent debt ratio might be deemed 


in the nature of a company luxury not 
to be reflected in rates to be charged 
the public. In any event, the depart- 
ment could think so without our being 
able to adjudge that there is anything 
unlawful or confiscatory about its po- 
sition. 

Our conclusion has the support of 
all court decisions discussing the sub- 
ject which have come to our atten- 
tion. Chesapeake & P. Teleph. Co. 
of Baltimore City v. Maryland Pub. 
Service Commission (1952) 201 Md 
170, 189, 190, 97 PUR NS 50, 93 
A2d 249; New England Teleph. & 
Teleg. Co. v. State of New Hamp- 
shire (1953) 98 NH 211, 220, 99 
PUR NS 111, 97 A2d 213; Re New 
England Teleph. & Teleg. Co. (1951) 
116 Vt 480, 502-504, 90 PUR NS 
414, 80 A2d 671. The practice of 
rate-regulating authorities is in ac- 
cord. 


Pension Freezing Payments 


[5,6] In 1913 the company estab- 
lished a noncontributory pension plan, 
which until 1927 was financed on a 
pay-as-you-go basis, the amounts ac- 
tually paid out to pensioners being 
charged to expense without advance 
funding. The plan is similar to others 
throughout the Bell System. On Oc- 
tober 1, 1927, the financing was put 
on an accrual basis, the accruals com- 
mencing, as a transitional step, at the 
end of each employee’s fifteenth year 
of service. At the same time the com- 
pany provided that the amounts ac- 
crued should be placed in an irrevo- 
cable trust fund with a New York 
bank as trustee. On January 1, 1929, 
the company adopted the full service 
basis of accrual, and thereafter used 
accrual rates adequate to distribute 
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pension costs as a level percentage of 
payroll over the full period of em- 
ployee service. As there naturally 
were many employees of many years 
service, the accruals to the fund did not 
suffice to meet the full cost of future 
payments to pensioners. The amount 
by which accruals plus the fund fail 
to meet the cost of future pensions is 
the unfunded actuarial reserve require- 
ment. The fund will be inadequate 
unless payments are made into it to 
compensate for the lack of earnings 
from the unfunded reserve. In 1937 
the company took a final step in the 
development of its accrual program. 
Since then the fund has been financed 
upon the modified remaining cost 
basis. As of April 1, 1937, the com- 
pany determined the amount of the 
unfunded actuarial reserve require- 
ment, which was regarded as frozen 
at that figure. To insure the integrity 
of the plan, payments, called freezing 
payments, are made into the fund 
equal to the income which the unfund- 
ed reserve would earn were it an actual 
fund available for investment. 


The foregoing is, for the most part, 
a partial summary of the testimony of 
one Stevenson, an actuary for the com- 
pany, who was the only witness to 
testify on this complicated subject. 
The statements in it, which are needed 
as a basis for discussion, we believe to 
be undisputed and to have been as- 
sumed in the very short discussion of 
pension freezing payments in the deci- 
sion. All that there appears is that 
in the previous proceedings, which 
came before us on other questions in 
(1951) 327 Mass 81, 88 PUR NS 73, 
97 NE2d 509, the department disal- 
lowed as an expense one half of such 


payments; that its decision in those 
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proceedings outlined the history of 
the pension plan; that the department 
there found that the pension accruals 
were excusably on an actuarially un- 
sound pay-as-you-go basis from 1913 
to 1927, but that there was not the 
same excuse for failure to prevent an 
increase in the unfunded actuarial re- 
serve requirement between 1927 and 
1940 ;" that the testimony in the pres- 
ent proceedings is practically the same 
as before; that freezing payments in 
1952 amounted to $384,000; and that 
$192,000 “represents funds which 
should have been charged against 
operations in previous years, and are 
an improper charge against operations 
in 1952.” 

The reference to the findings made 
in the previous proceedings does not 
make them part of the present record. 
But a reading of them would confirm 
our conclusions reached on this record. 
The department has not indicated any 
evidence upon which it relied. The 
disallowed fraction of one half is an 
obvious arbitrary selection. 

Whether there is evidence warrant- 
ing a finding of the department is a 
question of law in appeals under GL 
(Ter Ed) Chap 25, § 5, as amended. 
A. B. & C. Motor Transp. Co. v. De- 
partment of Public Utilities (1953) 
329 Mass 719, 722, 99 PUR NS 214, 
110 NE2d 377. We shall treat the de- 
partment’s finding as measuring up to 
the bolder restatement in its brief, 
that “the company was inexcusably 
lax in arriving at its final and sounder 
conclusion.” But there is nothing in 
Stevenson’s testimony, or elsewhere in 
the evidence that we can discover, to 
support that finding, or to support a 
finding that the company forceably 





11 The latter date must be in error for 1937. 
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should have acted earlier, or that, 
judged by contemporary standards, its 
conduct was unreasonable, an abuse of 
discretion, or even only poor judg- 
ment. On this record the allowance of 
only one half of the pension freezing 
payments as an expense was an error 
of law and must be modified by allow- 
ing the deduction of the full amount. 


This identical question has arisen in 
courts of other states, and has been 
uniformly decided contrary to the view 
adopted by the department. Re New 
England Teleph. & Teleg. Co (1951) 
116 Vt 480, 488, 489, 90 PUR NS 
414, 80 A2d 671; City of Pittsburgh 
v. Pennsylvania Pub. Utility Commis- 
sion (1952) 370 Pa 305, 316-323, 94 
PUR NS 353, 88 A2d 59; Alabama 
Pub. Service Commission v. Southern 
Bell Teleph. & Teleg. Co. (1949) 253 
Ala 1, 36-39, 84 PUR NS 221, 42 So 
2d 655 ; Southern Bell Teleph. & Teleg. 
Co. v. Georgia Pub. Service Commis- 
sion (1948) 203 Ga 832, 847-851, 
874, 875, 75 PUR NS 471, 49 SE2d 
38; City of Columbus v. Ohio Pub. 
Utilities Commission (1950) 154 
Ohio St 107, 134, 135, 86 PUR NS 
496, 93 NE2d 693; Re Northwestern 
Bell Teleph. Co. (1950) 73 SD 370, 
391, 392, 85 PUR NS 368, 43 NW2d 
553; State ex rel. Pacific Teleph. & 
Teleg. Co. v. Department of Public 
Service (1943) 19 Wash2d 200, 259, 
52 PUR NS 6, 142 P2d 498. 

[7] We are not impressed with the 
argument of the department that 
$192,000 is so “insignificant” in com- 
parison with other figures in this case 
that an error of this amount should be 
overlooked. If relative smallness of 
sum has any significant bearing, it 
seems to us to show that there is no 
unfairness to consumers in omitting 


to strip the company of the benefit of 
one half of this item of expense. The 
suggestion that the department might 
have found that the company was en- 
titled to a lower revenue than it did 
find does not merit lengthy discussion. 
These rate cases are protracted enough 
and present questions enough on the 
facts which the department finds, or 
which it is the duty of the department 
to find, without stretching the scope 
of appeal to embrace consideration of 
other inconsistent facts which it is 
argued might have been found but 
which were not. 


Probable Failure to Earn Allowed 
Rate of Return 


[8] The company complains that 
6.313 per cent, the rate to which it has 
been found to be presently entitled, 
clearly cannot be earned during the 
foreseeable effective period of the or- 
dered rates. Recalling its recent un- 
satisfactory experience in trying to 
earn rates of return allowed in deci- 
sions of the department, it outlines the 
grievance that for the last three years, 
instead of the 6.23 per cent purport- 
edly allowed by the department pursu- 
ant to our order in the previous case, 
actual earnings have been but 5.51 
per cent, 5.44 per cent, and 5.25 per 
cent, respectively. The department’s 
decision does not contain these figures, 
but the main contention is not effec- 
tively disputed. Indeed, the brief of 
the department offers this explana- 
tion: “The company’s failure to real- 
ize the full benefit of the department’s 
past orders is due almost entirely to 
the familiar detriment suffered by all 
regulated industries in times of rapidly 
rising costs.” The reference is to 
“erosion” or “attrition” of the rate of 
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return which was defined in the deci- 
sion in these words: “This termi- 
nology has been used to describe the 
tendency of the rate of return to di- 
minish in a period of comparatively 
high construction costs, since new 
plant is being added which, as we have 
already found, is relatively expensive 
per telephone station. As the high 
cost plant comes into service, it tends 
to increase the applicable rate base at 
a more rapid pace than the resultant 
earnings, and the rate of return de- 
creases accordingly.” [2 PUR3d at p. 
482.] See “Original Cost Rate Regu- 
lation and Inflation,” 66 Harv L Rev 
1274. The department’s brief con- 
cedes that the “current inflation was in 
full swing by 1951,” and that “[t]he 
economic situation today is no differ- 
ent from that which was current in 
1951, except in degree.” Since the 
contrary could hardly be asserted, 
there can be no solace for the company 
in the statement from the decision 
quoted earlier in the opinion, at p. 
69, that “in a period of falling prices, 
this process works in reverse.” With 
no finding of any prospect of falling 
prices or no serious suggestion of evi- 
dence that might warrant such a find- 
ing, these considerations are without 
weight in dealing with the realities of 
this case. 

The department’s decision contains 
this apt statement: “It is self-evident 
that the more nearly an order of this 
nature comes to being based on con- 
temporary data, the more nearly exact 
justice is done to the utility and the 


further away is another rate case.” 
[2 PUR3d at p. 483.] Nearly a year 
has elapsed since the department’s 
original decision and nearly nine 
months since the supplemental deci- 
sion. We think that the findings re- 
veal that the company’s fears that it 
will not earn the allowed rate of return 
are well founded. We are much im- 
pressed that, from a consideration of 
the company’s figures for the first nine 
months’ operations in 1953, the de- 
partment’s supplemental decision 
raised the rate base the equivalent of 
over a million dollars a month. We 
are of opinion that if the company’s 
construction program has proceeded as 
planned, and as revealed in both the 
decision and the supplementary deci- 
sion, the rate base must be raised as 
of a date or dates to reflect a demon- 
strated substantially increased invest- 
ment, to the end that the company 
may conduct its operations with the 
allowed revenue more nearly based 
upon contemporary data. Where the 
regulatory line is drawn close to the 
border marking the area of confisca- 
tion, there is danger that only slight 
change in economic conditions will 
cause a drop below the minimum law- 
ful return, as would even a slight mis- 
calculation of the regulatory body. 
The department, of course, denies that 
such is this case.” 


Recommittal 


The occasion seems appropriate to 
recommit the case to the department 
to review its findings in accordance 





12The department says in its decision: 
“We are of the opinion that the rate of re- 
turn to which we have arrived is far from 
conservative and represents substantially more 
than a ‘bare bones’ cost of capital.” [2 PUR3d 
at p. 493.] The last-mentioned term is defined 
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in its brief as “signifying a result in the esti- 
mation of which no allowance has been made 
for a safety factor, and where reasonable 
doubts have been resolved in the direction of 
a lower result.” 








NEW ENGLAND TELEPH. & TELEG. CO. v. DEPT. OF PUB. UTIL. 


with this opinion and in the knowl- 
edge of intervening experience. Low- 
ell Gas Co. v. Department of Public 
Utilities (1949) 324 Mass 80, 89, 78 
PUR NS 506, 84 NE2d 811; Re 
Opinion of the Justices (1952) 328 
Mass 679, 690, 95 PUR NS 210, 106 
NE2d 259. More is now known of 
the progress of the construction pro- 
gram, and of company revenues and 
expenses. A chance is afforded to 
shorten the period of forecast, and at 
the same time to observe whether the 
department or the company has been 
more nearly correct in estimating the 
rate of return which would be earned. 
There will likewise be an opportunity 
to observe more about labor costs un- 
der the dial system. There will be no 
occasion to rely upon 1952 as a “test 
year,” as stressed by the department 
and as strongly protested by the com- 
pany.?% 


Extended hearing should not be 
necessary. Precedent is found in the 
stipulated evidence at the hearing be- 
fore the single justice. Examination 
of the entries in the company’s books 
of account subsequent to September 
30, 1953, should provide all or nearly 
all that is necessary in the way of 
additional evidence. In the meantime 
the stay granted by the single justice 
subject to refunding bond will stand. 


ORDER 


In view of the foregoing, it is 
ordered that the case be recommitted 
to the department of public utilities to 
review its findings in accordance with 
this opinion. The stay granted by 
the single justice subject to refunding 
bond will stand. 

So ordered. 





13 Strictly speaking, we should expect a 
test year to be under proposed rates and not 
under predecessor rates. See concurring opin- 
ion of Mr. Justice Brandeis in State of Mis- 


souri ex rel. Southwestern Bell Teleph. Co. 
v. Missouri Pub. Service Commission, 262 US 
276, 291, 292, PUR1923C 193, 67 L ed 981, 
43 S Ct 544. 
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Welnitz Brothers et al. 


North-West Telephone Company 


Additional Defendants: 


Central Green Lake Telephone Cooperative, 


General Telephone Company of Wisconsin 


2-U-4288 
October 1, 1954 


EQUEST by farm operators for service from different telephone 
R company than one previously serving area; request par- 
tially granted. 
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Service, § 445 — Telephone exchanges — Customer preference. 
1. The request of several of farm operators for telephone service from an 
exchange other than the one which previously served their area was granted 
in part where it appeared that all of their business and social relationships 
were centered in the exchange from which they desired service, p. 80. 


Service, § 445 — Foreign exchange telephone service. 

2. Two telephone companies and a co-operative were ordered to participate 
in rendering foreign exchange service to two farm operators desiring 
service from an exchange other than the one which had served the previous 
owners of the farms, where most of the business and social interests of the 
farmers were in the community in which the exchange from which they 
requested service was located, and where direct service did not appear 
to be warranted because of the possibility that upon the farms again 
changing hands, service would once again be requested of the original 
exchange, p. 80. 


Rates, § 105 — Commission authority — Telephone service — Foreign exchange. 


3. The commission has authority to require the filing of a foreign exchange 
rate where, under the particular circumstances involved, such filing would 
enable the utilities involved to furnish reasonably adequate service as 
required by the statute, p. 82. 
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APPEARANCES: Petitioners, by 
Emery Paul, Attorney, Markesan; 
North-West Telephone Company, by 
L. R. Gilbertson, General Manager, 
Tomah; Central Green Lake Tele- 
phone Cooperative, by Harry H. Gal- 


By the Commission: William Wel- 
nitz for Welnitz Brothers and Milan 
Moderow on April 9, 1954, filed with 
the commission a copy of a letter sent 
to the Ripon exchange of the North- 
West Telephone Company asking it to 





waive objection to an extension of 
telephone service from Markesan. The 
petitioners asked service either direct 
from General Telephone Company of 
Wisconsin which operates the Marke- 
san exchange or from the Central 
Green Lake Telephone Cooperative 
which is switched at the Markesan ex- 
change. They do not want Ripon 
service. Correspondence with the 
telephone companies involved indicat- 
ed that an agreement could not be 
reached so the commission deemed 
that good cause existed for an investi- 
gation and hearing. 

Pursuant to due notice hearing was 
held at Markesan on August 19, 
1954, before examiner Rolfe E. Han- 
son. 
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lert, Secretary and Treasurer, Marke- 
san; General Telephone Company of 
Wisconsin, by Donald W. Busse, 
General Commercial Superintendent, 
Madison. 

Of the commission staff: K. J. 
Jackson, rates and research depart- 
ment. 


Opinion and Findings of 
Evidentiary Fact 


[1, 2] The petitioners operate 
farms located in section 15, town of 
Green Lake, Green Lake county. 
William Welnitz and his two brothers 
own their farm of 160 acres which is 
located in the northeast quarter of the 
section. Milan Moderow rents the 
Richard .Bloedel farm which is located 
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in the southeast quarter of the section. 
Moderow recently purchased a farm 
adjoining the Bloedel farm to the west 
but expects to continue to live at his 
present location. The Welnitz Broth- 
ers acquired their farm in 1946; Milan 
Moderow has occupied the Bloedel 
farm for the past thirteen years. 
Neither petitioner has ever had tele- 
phone service. The former owner of 
the Welnitz farm had Ripon exchange 
service for twenty years prior to No- 
vember, 1946. Ripon service was 
also installed at the Moderow premis- 
es prior to the early 1930's. 

The area is about 83 miles from 
Ripon and 7 miles from Markesan. 
The North-West Telephone Company 
has facilities, though dilapidated, that 
terminate at the Welnitz premises and 
that are within about one-fourth mile 
from Moderow. Central Green Lake 
Telephone Cooperative has a circuit 
which terminates less than one-half 
mile west of Moderow and somewhat 
in excess of one-half mile from Wel- 
nitz. General Telephone Company 
facilities in the area are about one mile 
south of Moderow and in excess of 
one mile from Welnitz. 

General Telephone Company of 
Wisconsin has on file with the com- 
mission an exchange area boundary- 
line map for its Markesan exchange 
designated P. S. C. of W. No. 1, 
Sheet No. 2, Amendment No. M-39 
which shows the Welnitz and Mode- 
row precises to be in territory served 
by the North-West Telephone Com- 
pany. The exchange boundary line 
between the North-West Telephone 
Company and the Central Green Lake 
Telephone Cooperative is less than 
one-fourth mile west of the Welnitz 
and Moderow premises. The terri- 


[6] 


tory to be served by General Telephone 
Company of Wisconsin as designated 
on the map is about 14 miles south 
of the Moderow premises. 

Practically ali of Welnitz Brothers 
and Milan Moderow’s business and so- 
cial relationships are centered in 
Markesan. North-West Telephone 
Company takes the position that the 
petitioners should receive service 
from Markesan if they so desire but 
on a foreign-exchange basis. General 
Telephone Company of Wisconsin 
concurs in the position of North-West 
Telephone Company but considers 
that Central Green Lake Telephone 
Cooperative should participate in pro- 
viding such service as their operating 
area is immediately adjacent to that 
of the North-West Telephone Com- 
pany. They take this position because 
they would be required to construct 
facilities through the operating area 
of Switched Line No. 57F if they 
were to participate in rendering for- 
eign-exchange service. 

Central Green Lake Telephone Co- 
operative objects to furnishing Marke- 
san exchange service to the petitioners 
by means of its facilities either directly 
or upon a foreign-exchange basis. 
They do not desire to serve any other 
than their present subscribers. 

The commission is of the opinion 
that the petitioners are entitled to 
Markesan service. The remaining 
question to be decided is whether such 
service should be on a direct or for- 
eign-exchange basis and if on a for- 
eign-exchange basis whether Central 
Green Lake Telephone Cooperative or 
General Telephone Company of Wis- 
consin should participate with North- 
West Telephone Company in provid- 
ing such service. 
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Service upon a direct basis is not 
warranted at this time. Both the 
Welnitz and Moderow premises have 
been served from Ripon in the past; 
and if they change occupants in the 
future, such service may be desired 
again. It is considered that the serv- 
ice requested herein is desired to meet 
the particular convenience of two po- 
tential customers. Foreign-exchange 
service is designed to take care of these 
situations and should be so used. 

Central Green Lake Telephone Co- 
operative and North-West Telephone 
Company should provide the facilities 
necessary to render foreign-exchange 
service. It appears unreasonable to 
require the General Telephone Compa- 
ny of Wisconsin to provide facilities 
because they would have to construct 
such facilities through the operating 
area of Switched Line No. 57F. Gen- 
eral Telephone Company is not adja- 
cent to the exchange boundary line be- 
tween Ripon and Markesan in this 
area. On the other hand, Central 
Green Lake Telephone Cooperative is 
directly adjacent and could provide 
facilities on the most direct route and 
with the least amount of construction. 

[3] North-West Telephone Com- 
pany has on file with the commis- 
sion a foreign-exchange-service tariff 
which outlines the rates, rules, and 
regulations during which such service 
will be established. Central Green 
Lake Telephone Cooperative does not 
desire to concur in such tariff. The 
commission in (Wichman v. Wood 
County Teleph. Co. [1952] 37 Wis 
PSC 112, 120, 95 PUR NS 193, 199) 
stated: ‘The commission considers 
that it has the authority to require the 
filing of a foreign exchange rate where 
under the particular circumstances in- 
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volved such filing will enable the utili- 
ties involved to furnish the reasonably 
adequate service required by the stat- 
utes.” 


Findings of Ultimate Fact 


The commission finds: 

1. That North-West Telephone 
Company, Central Green Lake Tele- 
phone Cooperative, Switched Line No. 
57F, and General Telephone Company 
of Wisconsin own and operate plant 
and equipment furnishing telephone 
service to the public in the town of 
Green Lake, Green Lake county, and 
that Welnitz Brothers and Milan 
Moderow reside in said town. 

2. That public convenience and 
necessity and the furnishing of reason- 
ably adequate service to the petition- 
ers, Welnitz Brothers and Milan 
Moderow, require that they be fur- 
nished telephone service from the 
Markesan exchange of the General 
Telephone Company of Wisconsin on 
a foreign-exchange service basis by 
means of facilities to be provided by 
the North-West Telephone Company 
and Central Green Lake Telephone 
Cooperative, and that to this end Cen- 
tral Green Lake Telephone Coopera- 
tive be required to concur in the pres- 
ently filed foreign-exchange tariff of 
North-West Telephone Company. 

The commission concludes : 

That it has authority under 
$§ 196.03, 196.26, 196.37, and 196.58, 
Statutes, to issue an order in accord- 
ance with the foregoing findings of 
fact. 


ORDER 


The commission therefore orders: 
1. That Central Green Lake Tele- 
phone Cooperative be and hereby is 
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directed within thirty days from the 
date of this order to file with this com- 
mission a concurrence in the provi- 
sions of the presently filed foreign- 
exchange-service tariff of North-West 
Telephone Company. 

2. That North-West Telephone 
Company and Central Green Lake 
Telephone Cooperative extend tele- 
phone service from Markesan to the 


premises of Welnitz Brothers and 
Milan Moderow in section 15, town 
of Green Lake, Green Lake county, 
on a foreign-exchange-service basis 
with such service being extended with- 
in ninety days after the petitioners 
have complied with the provisions of 
said foreign-exchange-service tariff 
with respect to contributions in aid of 
construction. 








CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re San Miguel Interurban Telephone 
Company 


Decision No. 50626, Application No. 35372 
October 5, 1954 


PPLICATION by telephone company for authority to increase 
A rates, abandon telegraph service, discontinue certain tele- 
phone service, and substitute toll station service for exchange 

service; approved. 


Rates, § 143 — Increase — Operation at a loss — Telephone company. 
1. A telephone company should be allowed to increase its rates where 
the company is presently operating at a loss, p. 86. 

Service, § 276 — Telephone company — Discontinuance of small exchange — Sub- 

stitution of toll service. 

2. A telephone company should be allowed to discontinue service at a small 
exchange operated at a loss and transfer present subscribers and farmer 
lines to toll station service, provided the company supply a necessary addi- 
tional circuit before undertaking such transfer, p. 87. 

Service, § 274 — Abandonment — Telegraph. 
3. A telephone company should be authorized to abandon telegraph service 
where no present demand for such service exists, p. 87. 


» 


fornia Independent Telephone Asso- 
ciation, by Frank V. Rhodes, inter- 
ested parties; Neal C. Hasbrook, for 
the commission staff. 
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APPEARANCES: O. H. Ivey, Presi- 
dent, and F. V. Rhodes, for applicant ; 
California Farm Bureau Federation, 
by J. J. Duel and Eldon Dye, Cali- 
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By the CoMMISSION : 


Nature of Proceeding 

San Miguel Interurban Telephone 
Company, a California corporation, by 
the above-entitled application filed 
April 21, 1954, seeks an order of this 
commission authorizing a general in- 
crease in its rates for telephone serv- 
ice, authority to abandon telegraph 
service over its own lines, authority to 
discontinue exchange service in its 
Parkfield exchange and to substitute 
toll station service therefor. 


Public Hearing 

A public hearing in this proceeding 
was held before examiner Emerson on 
September 13, 1954, at San Miguel. 
Twelve witnesses were heard and two 
primary exhibits were received. Ap- 
proximately twenty-four of applicant’s 
subscribers were in attendance, about 
ten being from the Parkfield area. 


Applicant’s Position and Request 
Applicant alleges that its present 
financial situation, wherein it is oper- 
ating at an out-of-pocket loss, is so 
precarious as to warrant immediate 
and emergency rate relief. It attrib- 
utes such situation, primarily, to the 
closing of the U. S. Army Military 
Reservation “Camp Roberts” on 
September 30, 1953, and the resulting 
loss of business to the community of 
San Miguel and to itself. Applicant’s 
records show that within five months 
following the loss of Camp Roberts, 
its toll revenues had dropped more 
than 41 per cent and that it had suf- 
fered the loss of many subscribers due 
to the closing of business houses in 
the town and the departure of resi- 


dents who had made their livelihood 
by serving the camp and Army per- 
sonnel. As an example of the latter, 
applicant cites the loss of 64 subscriber 
stations in the first three months and 
23 stations in the next five months 
of 1954. Such decline in toll and 
exchange business on a telephone sys- 
tem of only about 300 stations has 
reduced its revenues to a point well 
below its expenses of operation. Ac- 
cording to applicant, it cannot long sus- 
tain such deficit operations and remain 
in business. 

Applicant claims to have made all 
economies of which it is capable and 
still has been unable to arrest the trend 
of its worsening financial situation. 
Not knowing where else to turn it 
requests that this commission, under 
the broad powers delegated to it by 
§ 701 of the Public Utilities Act,} 
determine the best and most satisfac- 
tory manner of serving applicant’s 
territory and to authorize rates which 
will offset applicant’s operating ex- 
penses. Applicant stands ready and 
willing to pursue any course of action 
which this commission may find to 
be in applicant’s and the public’s best 
interest and prays that the commission 
give it such relief as the commission 
may determine is warranted. Appli- 
cant’s basic rates have remained un- 
changed since about 1912. 

In compliance with this commis- 
sion’s rules of procedure, applicant 
set forth in its application specifically 
proposed rates for future service. It 
selected such rates from the tariffs of 
other utilities who offer like services 
in exchanges of similar size. After 





1 Section 701 reads as follows: “The com- 
mission may supervise and regulate every pub- 
lic utility in the state and may do all things, 
whether specifically designated in this part 
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or in addition thereto, which are necessary 
and convenient in the exercise of such power 
and jurisdiction.” 








RE SAN MIGUEL INTERURBAN TELEPH. CO. 


such selection it found that the rev- 
enues which might be produced there- 
from would still not offset its ex- 
penses, even excluding any provision 
for depreciation and the payment of 
taxes. It did not subsequently amend 
its application, however, but instead 
relied upon its prayer that it be made 
whole. 


Applicant’s Operations, Present and 
Proposed 

Applicant now offers exchange 
telephone service in two exchanges, 
San Miguel and Parkfield, geograph- 
ically contiguous but whose centers 
are separated approximately 25 miles 
and connected by only one toll tele- 
phone circuit. 

Manual common battery exchange 
service is provided in San Miguel to 
a total of 271 stations and magneto 
exchange service in Parkfield to a total 
of 33 stations. The company provides 
toll telephone and telegraph services 
over its own toll line between San 
Miguel and Parkfield. Toll telephone 
service to other points is furnished 
through connection with facilities of 
The Pacific Telephone and Telegraph 
Company. Telegraph messages to 
other points are referred to the nearest 
Western Union Telegraph Company 
office. Limited hours of regular serv- 
ice are provided, with emergency serv- 
ice available during night and Sunday 
off hours. 

Under present operations a charge 
of 50 cents is made for each “emer- 
gency” call placed between the hours 
of 9 p.m. and 5:30 a.m. According 
to applicant such charge produces 
little revenue, is a source of annoyance 
to telephone users, does not control 
or avoid the necessity for operator 
attention to after-hour calls, and is 


considerably detrimental to maintain- 
ing good public relations. Applicant 
desires to provide 24-hour service and 
thus eliminate the special charge and 
resulting difficulties. 

As of the date of hearing, there 
were seven regular employees on the 
company’s payroll on either a full-time 
or part-time basis, including the com- 
pany officers. The president and vice 
president of the company normally per- 
form all construction and maintenance 
work. Additional maintenance help 
is hired from time to time on a tem- 
porary basis. Commercial operations 
are performed by one employee in addi- 
tion to the officers who perform mul- 
tiple functions. The traffic force con- 
sists of four operators whose wages 
total $680 monthly. At San Miguel 
the force consists of two regular op- 
erators and one relief operator. The 
fourth operator handles all traffic at 
the Parkfield board. 

Exchange service in the Parkfield 
area has been rendered at an out-of- 
pocket loss for a number of years, due 
primarily to the necessity of maintain- 
ing a full-time operator in the area, 
and secondarily, because of the dis- 
tance and resulting time required to 
perform maintenance work so far from 
the company headquarters in San 
Miguel. The single circuit to Park- 
field is in only fair condition and re- 
quires major rehabilitation, including 
reconductoring and the setting of 
many poles. Applicant’s estimate of 
the cost of such work totals between 
$17,000 and $20,000 with about 50 
per cent of such cost representing ma- 
terials. In view of such situation 
applicant proposes to discontinue all 
exchange service at Parkfield and to 
serve the area on a toll station basis 
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out of the San Miguel central office. 
Under this arrangement the present 
exchange stations and farmer line sta- 
tions would be directly connected to 
the toll lead. It is clear from the evi- 
dence, however, that at least one addi- 
tional circuit would be necessary in 
order to handle present Parkfield traffic 
and further that repeaters would be 
required in order to assure adequate 
transmission quality. It is possible 
that installation of “carrier” equip- 
ment may most adequately serve this 
area and applicant should immediately 
explore its feasibility. 


Results of Operations 

Applicant and the commission staff 
presented exhibits and testimony de- 
tailing the results of applicant’s opera- 
tions for the years 1952 and 1953 to- 
gether with similarly detailed esti- 
mates for the year 1954. 

It is clear from the evidence that 
the accounting records of applicant 
do not conform with the system of 
accounts prescribed by this commis- 
sion and are deficient or erroneous 
in numerous respects. Applicant’s 
showing was based upon such records 
and is summarized as follows: 


Applicant’s Showing 
Present Rates 


Actual 
Item Year Est. Year 
1953 1954 


Operating Revenues ... $21,628.09 $15,500.23 


Operating Expenses 





Before Taxes and 
Depreciation ..... 20,668.27 25,631.00 
Taxes oe. 393.09 782.30 
Depreciation 624.57 693.75 

Total Operating 
Expenses 21,685.93 27,107.05 


Net Revenue (57.84) (11,606.82) 


(Red Figure) 
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An accountant of the commission 
staff analyzed all available records of 
applicant and, with an engineer of 
the staff, made correcting adjustments 
to applicant’s figures and developed 
properly detailed accounts and esti- 
mates. These are set forth in Exhibit 
No. 1 in this proceeding. 

In view of the evidence we find 
that the following summary, taken 
from the staff’s exhibit, represents the 
best available analysis of the results 
of applicant’s operations for the periods 
shown. The results shown under 
“Estimated Year 1954” are based 
upon the number of telephone stations 
in service on May 24, 1954. Since 
that date applicant has lost twenty- 
three subscribers, hence the estimated 
loss will be somewhat greater than that 
shown. 


Staff Analysis 


Present Rates 


Adjusted Est. 
Year Year 


Item 1953 1954 


Operating Revenues 


Local Service $ 7,950 $ 7,150 


Tol Service ......... 14,740 8,370 
Miscellaneous 370 370 
Uncollectibles ....... (120) (80) 
Total Revenue ... 22,940 15,810 
Operating Expenses 
Maintenance .......... 5,920 6,600 
Operation ...... 14,490 13,300 
Subtotal 20,410 19,900 
Depreciation 1,660 1,740 
Taxes 585 775 
Total Operating Ex- 
penses iwavetaccss EiOOS COmAS 
Net Revenue ......... 285 (6,605) 


(Red Figure) 


Conclusions 
[1] It is clear that 
presently operating at 


applicant is 
an out-of- 
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pocket loss and is in need of in- 
creased revenues. Further, the evi- 
dence indicates that, even under the 
full year effect of the proposed rates 
attached to its application, applicant 
would sustain a loss in excess of $2,- 
300 during 1954. 

It is fundamental that a utility may 
not be forced to operate at a loss. 
Under the particular situation now 
affecting the communities served by 
applicant, applicant can expect no more 
than to have its revenues equal its 
expenses without hope for a return 
on its investment. The record is clear 
that there is a need and demand for 
24-hour telephone service in appli- 
cant’s territory and that present sub- 
scribers are not opposed to a sub- 
stantial increase in rates under the 
circumstances recited herein. It ap- 
pears in the public interest that tele- 
phone service not be curtailed in the 
area. 

[2] With respect to serving the 
Parkfield area we conclude that, ap- 
plicant should be permitted to discon- 
tinue exchange service and transfer 
present subscribers and farmer lines 
to toll station service. However, ap- 
plicant will be required to supply at 
least one additional circuit to Park- 
field before undertaking such transfer. 

In view of the entire evidence we 
conclude that applicant is entitled to 
increased revenues, based upon the 
1954 level of business, of approxi- 


mately $8,940 so as to meet its 
reasonable operating expenses under 
the service conditions which will ob- 
tain from the mode of operation 
herein ordered. Such increased rev- 
enues will produce the following re- 
sults of operations: 


Operations Under Authorized Rates 
(Based upon 1954 Level of Business) 
Operating Revenues 


WecalPSenvice: ....o5 66ccceces doce. $15.750 
PON) SSOEWICO Fg. ccs, waitie vik ew See oveisas 8,160 
MEISCONBACOUS® ooo ke ees nk 370 
Waeollectibles=«.< 04.564..-c00-400. (120) 

TOPAR REVERUE! o.6c5 ioc ae 24,160 

Operating Expenses 

1 SET Ca Ra a 6,600 
AMO eee Sore nk srcrn actos 15,020 
LOCA CT EGC): aa he anes eae ,730 
AMOS eh Mi Fone) tdi. Orde Nr, 810 

DOtal PE XPenseRe ss sasesc csc ss 24,160 


(Red Figure) 


[3] The record is clear that there 
is no present demand for telegraph 
service over applicant’s own lines. 
Applicant will be authorized to with- 
draw such service. 

Applicant will be required to file 
a set of rules governing present-day 
practices and relationships with its 
subscribers. 


Authorized Rates 

Basic monthly rates and charges 
authorized herein, segregated to prin- 
cipal classes of service and compared 
with present rates and charges, are as 
follows: [Schedule omitted. ] 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re Muissour1 Public Service Company 


Case No. 12,937 
October 28, 1954 


APPLICATION by natural gas company for authority to increase 


rates; increase authorized. 


Rates, § 146 — Increase — Gas company — Higher supply cost. 
1. A natural gas company should be authorized to increase its rates in 
order to offset the increased cost of gas purchased from its supplier, 


p. 90. 


Return, § 101 — Natural gas company. 


2. A return of 6.09 per cent was deemed adequate for a natual gas company, 


p. 90. 


APPEARANCES: A. Z. Patterson, 
Kansas City, for the company; John 
W. Coots, City Attorney, for the city 
of Weston; Otha Rawlings, City 
Attorney, for the city of Marshall: 
David R. Clevenger, Platte City, for 
the city of Platte City; William Aull, 
City Attorney, for the city of Lexing- 
ton; Dick B. Dale, City Attorney, 
for the city of Henrietta; A. V. Mc- 
Calley, City Attorney, for the city 
of Richmond; Thomas A. Johnson, 
General Counsel, and James M. 
England, Chief Accountant, for the 
commission. 


By the Commission: The Mis- 
souri Public Service Company, here- 
inafter sometimes referred to as “ap- 
plicant,” on August 18, 1954, filed 
revised tariff sheets containing pro- 
posed increased rates for gas service 
rendered by it to its natural gas cus- 
tomers in the state of Missouri, said 
increased rates being sought because 
of the then impending increased cost 
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of gas to be purchased by applicant 
from its supplier, Cities Service Gas 
Company. 

The proposed increased rates being 
substantially higher than those in 
effect, the commission was of the 
opinion that it should require a hear- 
ing relative to their propriety. The 
commission on September 1, 1954, 
issued an order setting this matter 
for hearing before the commission in 
Jefferson City, Missouri, on October 
6, 1954. On September 7, 1954, a 
suspension order was issued suspend- 
ing the proposed increased rates for a 
period of 120 days beyond Septem- 
ber 23, 1954, the effective date re- 
quested by applicant, unless otherwise 
disposed of by the commission. 

On October 6, 1954, a hearing in 
this proceeding was held as above stip- 
ulated, such hearing then being con- 
tinued to October 21, 1954, at which 
time further evidence was received. 
Appearances were as noted above and 
at the conclusion of the continued 





















XUM 


RE MISSOURI PUBLIC SERVICE CO. 


hearing the cause was submitted on 
the record. 


Findings of Fact 


Applicant’s utility plant, all in the 
state of Missouri, totaled $38,903,- 
538.70 with reserves of $8,098,345.47 
applicable thereto both as of June 30, 
1954, per applicant’s Exhibit No. 1. 
The original cost of utility plant of 
applicant was fixed as of December 
31, 1945, by this commission in Case 
No. 10,852, and the books and records 
of applicant were adjusted accordingly. 
The evidence shows that additions and 
acquisitions subsequent to December 
31, 1945, have been recorded at orig- 
inal cost ; therefore, the plant figure as 
of June 30, 1954, may be considered 
as representing original cost of plant 
and the recorded reserves as of the 
same date may be considered to be 
appropriate. 

Applicant’s Exhibits Nos. 5 and 6 
show that the average plant used in 
rendering gas service during the 
twelve months ended June 30, 1954, 
amounted to $3,976,505 with average 
depreciation reserves of $784,668 ap- 
plicable thereto. The bases for the 
allocation to the gas utility of plant 
used by various utility departments 
of applicant were discussed with the 
staff of the commission prior to the 
preparation of applicant’s exhibits in 
this cause. The staff considered the 
proposed methods of allocating com- 
monly used plant to be reasonable and 
subsequent to the preparation of said 
exhibits verified the accuracy of their 
preparation. 

The average reserve for amortiza- 
tion of limited term investments and 
the average contributions in aid of 
construction of gas plant during the 


twelve months ended June 30, 1954, 
were respectively $7,408 and $59,810. 
Materials and supplies applicable to 
gas operations averaged by month-end 
balances for the period under review 
totaled $110,361. The need for cash 
working capital was more than equaled 
by the average balance in accrued 
taxes. The average net plant rate 
base for the twelve months ended June 
30, 1954, may be summarized as fol- 
lows: 


Gas Plant in Service ......... $3,976,505.00 
Depreciation Reserves ........ (784,668.00) 
Amortization Reserve ........ ( 7,408.00) 
Contributions in Aid of Con- 

BERICSIOS EE ot acie sieht ors- Sas ( 59,810.00) 
Materials and Supplies ....... 110,361.00 


Average Net Plant Rate Base $3,234,980.00 





( ) Denotes red figure 


With respect to operating income, 
applicant’s Exhibit No. 3 shows gas 
department operating income of $222,- 
016 for the twelve months ended June 
30, 1954. Adjustments to give full 
effect to changes occurring during the 
twelve months, to eliminate nonrecur- 
ring items and other adjustments con- 
sidered to be appropriate, reduce the 
gas department operating income to 
$197,682 on a pro forma basis. The 
bases upon which expenses common to 
various departments were allocated to 
the gas department were studied by 
the staff of the commission prior to 
the preparation of applicant’s exhibits 
having to do with gas department 
operating income and the accuracy of 
the allocations was verified subsequent 
to the completion of said exhibits. 
Operating income of $197,682 would 
yield an annual rate of return of 6.11 
per cent on the net plant rate base of 
$3,234,980. 
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Applicant has calculated that the 
increased cost of gas to be purchased 
for resale to its customers will amount 
to $298,461 per annum, basing this 
calculation on the gas purchased dur- 
ing the twelve months ended June 30, 
1954. In order for applicant to pass 
on this additional cost of purchased 
gas to the consumers of same, it would 
be necessary that gross revenues be 
increased by approximately $309,726 
because of the franchise tax imposed 
by certain municipalities on gross rev- 
enues. 

Applicant’s proposed rates for other 
than industrial interruptible service, 
together with rates for that industrial 
interruptible service which became 
effective May 7, 1954, are designed to 
increase gross revenues by approxi- 
mately $308,786 per annum. Based 
on an additional gross revenue of 
$308,786 per annum, which applicant 
desires to secure, we find that appli- 
cant can reasonably expect to realize 
operating income of approximately 
$197,105 per annum from its gas 
operations, per applicant’s Exhibits 
Nos. 3, 4, and 8, as amended at page 
49 of the transcript in this case. Op- 
erating income of $197,105 would 
yield applicant a rate of return of 6.09 
per cent per annum on the $3,234,980 
net plant rate base, a slightly lower 
rate than that being realized prior to 
the filings in this cause. If applicant 
were to be required to absorb the 
additional cost of purchased gas, its 
rate of return on its gas property 
would be approximately 1.25 per cent 
per annum. 


Conclusions 


[1, 2] Having considered the evi- 
dence in this cause, the commission is 
of the opinion and finds that appli- 
cant’s request is reasonable and just 
and that the rates filed in this pro- 
ceeding as applicant’s Exhibit No. 10 
should be permitted to become effec- 
tive. Applicant’s rate of return on 
its gas operations for the twelve 
months ended June 30, 1954, was not 
excessive and it herein seeks author- 
ity to pass on to its customers only 
the increased cost of gas and other 
expenses incident to the recovery of 
this increased cost of gas. If ex- 
penses other than purchased gas re- 
main at their June 30, 1954, level, 
applicant can reasonably expect to 
realize a rate of return of approxi- 
mately 6.09 per cent per annum from 
its gas department which in this case 
is considered by the commission to 
be adequate and not excessive. Since 
May 7, 1954, applicant has been 
realizing a portion of the gross rev- 
enue increase of $308,786, herein to 
be authorized, by increased rates here- 
tofore permitted to be charged cer- 
tain of its industrial customers under 
authority granted in Case No. 12,829 
[April 26, 1954]. Upon the final 
determination of rates filed by Cities 
Service Gas Company with the Fed- 
eral Power Commission, refunds, if 
any, reverting to applicant shall be 
refunded by applicant to its customers 
in accordance with orders to be issued 
by this commission. 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Pierce Bus Lines, Inc. 


D.P.U. 10838, D.P.U. 10865 
November 5, 1954 


. | by transit company for authority to increase 


rates; approved. 


Rates, § 124 — Operating rights as a factor — Transit company — Revocation 


of certificate — Injunction. 


A transit company should be authorized to increase its fares, notwithstand- 
ing that the company’s certificate had been previously revoked by the 
department and a certificate covering the same route had been granted to 
a municipal transit authority where the company, since the revocation, 
has been operating under a valid injunction against the revocation and no 
final action has been taken by the court. 


APPEARANCES: Fred W. Pierce, 
for Pierce Bus Lines, Inc.; A. P. 
Senopoulos, Assistant Corporation 
Counsel, for city of Boston. 


By the DEPARTMENT: Pierce Bus 
Lines, Inc., is a common carrier of 
passengers for hire operating two un- 
connected routes, one in the Hyde 
Park district of Boston and the second 
between Walpole and Norwood. It 
has filed its MDPU No. 6 applicable 
to its Hyde Park run, increasing the 
basic fare from 5 cents to 10 cents, 
to be effective March 21, 1954, and 
itt MDPU No. 7 applicable to the 
Walpole-Norwood run, principally in- 
creasing the basic first zone fare from 
10 cents to 15 cents, to be effective 
April 19, 1954. Hearing on an inves- 
tigation ordered by the department as 
to the propriety of the proposed in- 
crease in Hyde Park, after order sus- 
pending the same, was held on March 
16, 1954. Hearing on the Walpole 
increase was held on April 14, 1954, 


91 


> 


and the record of the prior hearing was 
incorporated into the record on such 
second hearing. 

During the year 1953, respondent 
operated 122,307 bus miles over its 
regular routes and carried a total of 
365,083 passengers. It reports total 
operating revenue for the year of $34,- 
308 and operating expenses of $36,- 
577, resulting in a net loss, after in- 
terest and taxes, of $6,930. Its 
balance sheet as of the year end shows 
a current asset deficit of $458 as 
against total current liabilities of $10,- 
079. Of the accounts payable of 
$9,504, $6,134 is represented by ac- 
counts payable to officers. The bal- 
ance of $3,370 is payable to others, 
and presumably these obligations must 
be met by the company some time in 
the future. The company managed to 
pull through the year by dint of a 
donation to surplus of $4,520. Its 
general office salary account in 1953 
was only $1,825, and, due to the ex- 
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treme age of its rolling stock, it ac- 
crued only $1,093 during the year to 
depreciation reserves. 

Respondent estimates that the pro- 
posed increase on the Hyde Park line 
will bring in $6,500 in additional 
gross revenues and that on the Wal- 
pole line $3,112. These estimates do 
not allow for any decrease in pas- 
senger traffic induced by the fare in- 
crease. Yet, it is clear that this factor 
cannot be ignored. Respondent has 
seen its gross receipts decline from 
$40,081 in 1951 to $32,857 in 1953, 
and no reason appears for assuming 
that this tendency is at an end. It 
estimates that its 1954 revenues at 
present rates would be $31,485. We 
think it may very well be substantially 
less than that. So, also, for respond- 
ent to assume that these relatively sub- 
stantial fare increases will not accel- 
erate this tendency seems to us to be 
unwarrantably optimistic. If 1953 
figures are used pro forma, this addi- 
tional revenue would enable respond- 
ent to show a net profit of $2,682 at an 
operating ratio of about 94 per cent. 
However, it is clear that it will not 
be able to hold its expenses to 1953 
levels for very long, and we do not 
believe that the pro forma operating 
ratio indicated will turn out to be the 
actual. Respondent fully appreciates 
this, and has presented an estimate of 
1954 results which shows an increase 
in operating expense of $10,921, 
which is more than the increase in 
gross revenues contemplated to be 
produced by the proposed fare in- 
creases. 

There is little doubt in our minds 
but that respondent must have the fare 
increases here sought in order to con- 
tinue in business, if, indeed, it can do 
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it even then. There is no question 
at all about the matter so far as the 
Walpole run is concerned. The sit- 
uation in Hyde Park, however, is 
peculiar. 

In 1949, the Metropolitan Transit 
Authority petitioned the department 
for a certificate authorizing it to op- 
erate between Cleary Square and the 
Dedham-Boston line over the same 
route as is served by respondent. 
After hearing, the department found 
that the people of this area of Boston 
were entitled to service on _ the 
M. T. A., issued the certificate as re- 
quested, and revoked that of respond- 
ent. See Re Pierce Bus Lines, D.P.U. 
8407Q [see D.P.U. 8407Q (1950) 83 
PUR NS 146]. Respondent ap- 
pealed from the revocation order, and 
obtained an injunction pendente lite. 
This matter has lain domant in the 
equity files of the supreme judicial 
court ever since. We do not believe 
that this situation should continue 
any longer in view of the effect which 
the present order will have on the per- 
sons who use respondent’s service, 
and we are so advising the attorney 
general. However, so long as re- 
spondent is operating under the pro- 
tection of a valid injunction, we think 
we are required to treat it exactly 
as any other carrier in a rate proceed- 
ing, and that, upon adequate evidence 
such as is here before us, we are still 
required to permit it to increase its 
rates. 

Accordingly, after investigation, 
public hearing and due deliberation, 
it is hereby 

Ordered: That the rates and 
charges stated in MDPU Nos. 6 and 
7 filed.by Pierce Bus Lines, Inc., on 
February 19, 1954, and March 19, 
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1954, respectively, be and the same 
hereby are approved, to be effective 
November 14, 1954; and it is further 


Ordered: That the investigation 
by the department in D.P.U. Nos. 
10838 and 10865 be terminated and 
closed. 





CALIFORNIA PUBLIC UTILITIES COMMISSION 


Earl A. Renninger 


General Telephone Company of California 


Decision No. 50821, Case No. 5568 
November 30, 1954 


CS .. . by former subscriber against telephone company’s 
refusal to restore service; restoration ordered. 


Service, § 134 — Denial for unlawful use — Reasonable cause. 
1. A telephone company was found to have acted with reasonable cause 
in refusing to restore service to the residence of a subscriber whose facili- 
ties were disconnected by officers of the sheriff’s office, where the company 
had received a letter from the sheriff requesting that the telephone facili- 
ties in question be discontinued because of unlawful use, p. 93. 


Service, § 134 — Unlawful use — Restoration of facilities. 
2. A telephone company was ordered to restore service to the residence 
of a subscriber after the facilities had been removed by action of officers 
of the sheriff’s office, where it appeared that the unlawful use, upon which 
the sheriff’s men had acted, consisted of a tenant conducting bookmaking 
operations over the telephone, which operations were in no way connected 
with or known to the subscriber, p. 93. 


APPEARANCES: Farl A. Ren- 
ninger, in propria persona; Marshall 
K. Taylor and Albert M. Hart, for 
defendant. 


By the Commission: [1, 2] The 
complaint alleges that Earl A. Ren- 
ninger, of 14602 Grayland avenue, 
Norwalk, California, prior to August, 
1951, was a subscriber and user of 
telephone service furnished by the 
General Telephone Company under 


number Torrey 4-2137. On or about 
August 28, 1951, these telephone fa- 
cilities were disconnected by officers of 
the sheriff’s office of Los Angeles 
county, and that despite demands upon 
defendant to have the said telephone 
facilities restored the defendant has 
refused and does now refuse so to do. 
The complaint also alleges that the 
complainant has suffered and will suf- 
fer irreparable injury and great hard- 

6 PUR 3d 








CALIFORNIA PUBLIC UTILITIES COMMISSION 


ship as a result of being deprived of 
these telephone facilities, and further 
that the complainant did not use and 
does not now intend to use the tele- 
phone facilities as an instrumentality 
to violate or to aid and abet the 
violation of the law. 

Under date of September 7, 1954, 
the General Telephone Company filed 
an answer in which it alleged as an 
affirmative defense that it had re- 
ceived a letter dated August 28, 1951, 
from the sheriff of Los Angeles county, 
requesting that it disconnect the tele- 
phone facilities in question pursuant 
to a decision of this commission, De- 
cision No. 41415, in Case No. 4930, 
dated April 6, 1948 (47 Cal PUC 
853), and that pursuant to this re- 
quest the defendant company discon- 
tinued the telephone service in ques- 
tion effective August 28, 1951. 


A public hearing was held in Los 
Angeles before examiner Grant E. 
Syphers on October 14, 1954, at 
which time evidence was adduced and 
the matter submitted. At the hearing 
the complainant testified that in Au- 
gust, 1951, he was renting two rooms 
of his residence to a man named Her- 
bert Arden Grosdidier. On one day 
during the month of August, when 
Mr. Renninger returned home from 
work at about 6 p.m., he found that 
the telephone had been taken, and sub- 
sequently learned that during the day 
officers of the sheriff's department had 
raided the house, arrested Mr. Gros- 
didier for bookmaking, and discon- 
nected the telephone. The complain- 
ant further testified that he did not 
know of, and had no connection with, 
any bookmaking activities which the 
tenant may have engaged in. 


In June, 1952, the complainant 
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moved to Calexico, returning to Los 
Angeles in September, 1953. About 
June, 1954, his wife applied for a 
telephone, and resultantly a telephone 
instrument was placed in their home 
but was not put in operation. About 
two weeks later the telephone company 
removed the instrument, whereupon 
the instant complaint was filed. The 
complainant stated that he now needs 
a telephone in his residence, that he 
has not in the past used and does not 
now intend to use a telephone for any 
unlawful purpose. Further, he does 
not intend to rent any rooms of his 
house. 

Exhibit No. 1 is a copy of a letter 
dated August 28, 1951, received by 
defendant company. The position of 
this company was that as a result of 
the receipt of this letter the company, 
in disconnecting and refusing to re- 
connect the service, acted with reason- 
able cause, as such term is defined in 
Decision No. 41415, supra. 

In the light of this record we find 
that the action of the telephone com- 
pany was based upon reasonable cause, 
as such term is used in Decision No. 
41415, supra. We further find that 
there is no evidence to indicate that the 
complainant herein engaged in or was 
directly connected with bookmaking 
activities. Therefore, the complainant 
now is entitled to a restoration of 
telephone service. 


ORDER 


The complaint of Earl A. Rennin- 
ger against General Telephone Com- 
pany having been filed, public hearing 
having been held thereon, the com- 
mission being fully advised in the 
premises and basing its decision upon 
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the evidence of record and the findings 
herein, 

It is ordered that the complainant’s 
request for restoration of telephone 
service be granted, and that upon the 
filing by the complainant of an appli- 
cation for telephone service the Gen- 
eral Telephone Company shall install 


telephone service at complainant’s 
residence at 14602 Grayland avenue, 
Norwalk, California, such installation 
being subject to all duly authorized 
rules and regulations of the telephone 
company and to the existing af plicable 
law. 





LOUISIANA PUBLIC SERVICE COMMISSION 


South Central Railroad 


v. 


Arkansas & Louisiana Muissour1 Railway 
Company et al. 


No. 6575, Order No. 6551 
August 13, 1954 


r 


and routes; granted. 


ETITION by railroad for establishment of joint through rates 


Rates, § 454 — Railroads — Joint through rates. 
A railroad was directed to establish joint through rates and routes with an- 
other railroad where shippers were presently paying higher prices based on 


combination of rates. 


By the Commission: Petitioner, 
South Central Railroad, is incorpo- 
rated under the laws of Louisiana as 
a common carrier by railroad in in- 
trastate commerce and has complied 
with all legal requisites in so far as 
its corporate organization is con- 
cerned. 

Petitioner’s complaint and petition 
was filed May 12, 1954, asking that 
the defendants be ordered to join with 
it in the establishment of joint through 
rates and routes, and the matter was 


> 


95 


heard by the commission in regular 
session held at Shreveport, Louisiana, 
on June 19, 1954. The answers of 
the defendants to the petition were in 
the nature of general denials and they 
appeared at the hearing in opposition 
to the petition herein. 

The South Central Railroad is a 
standard gauge railroad which con- 
nects with the Illinois Central Rail- 
road at Shiloh, La., and extends one 
mile in an easterly direction to a point 
designated as Devejay, La. There is 
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a considerable quantity of sand and 
gravel moved from points on the 
South Central Railroad and there be- 
ing no joint through rates at the pres- 
ent time the shippers are required to 
pay charges based on a combination 
of rates over Shiloh, La. These ship- 
pers are in direct competition with 
those at Harrison Junction, La., on 
the Louisiana Eastern Railroad Cor- 
poration, which railroad also connects 
with the Illinois Central Railroad at 
Shiloh, La., and in competition with 
shippers at Harley, La. on _ the 
Tangiaphoa & Eastern Railway which 
connects with the Illinois Central Rail- 
road at Fluker, La., a point 9 miles 
north of Shiloh, La. 

The Louisiana Eastern Railroad 
and the Tangiaphoa & Eastern Rail- 
way are parties to joint through rates 
with other rail lines and shippers lo- 
cated thereon at Harrison Junction 
and Harley, La., receive the benefit of 
the joint through rates, whereas, ship- 
pers on the South Central Railroad 
are required to pay the higher com- 
bination rates. 

The facts in this case are very sim- 
ilar to previous cases in Dockets 3319 





and 3354, reported in 20 Ann Rep 
La PSC 154, 161, for the year 1940 
whereas it is stated that in the Tap 
Line Cases [(1913) 209 Fed 244, af- 
firmed (1914) 234 US 1, 58 L ed 
1185, 34 S Ct 741], the court said: 
“The right of the public to use the 
facilities of a railroad, and to demand 
service of it, rather than the extent 
of its business, is the real criterion by 
which to determine whether or not it 
is a common carrier.” 

We think these requirements are 
adequately met by the petitioner and 
it is our opinion that the petition 
should be granted. It is therefore, 

Ordered, that the South Central 
Railroad be and it is hereby recog- 
nized as and declared to be a common 
carrier by railroad intrastate in Lou- 
isiana, and the respondents hereby are 
commanded and directed to join with 
the said South Central Railroad in 
the publication of joint through rates 
and routes intrastate in Louisiana, and 
to do all the necessary things to ac- 
cord to said South Central Railroad 
full recognition of its status as a com- 
mon carrier by railroad intrastate 
within the state of Louisiana. 
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Switch closed 
Toggle effect of 

mechanism locks the blade in position. First 15° 
rotation of the insulator rotates the ~ 

blade about its own axis, 
exerting enormous 
leverage force. 





~__D. 
Switch partly open ¥ —_ 
ingenious engineering principle 
effects blade rotation, with the blade rise in de- 


grees exceeding insulator 
rotation in degrees. 4 









locked open * 
with the blade mectian- 
ism knuckle pin over dead center. Leverage force 
again breaks ice accumulation or 
corrosion easily. 


for smoother operation, 
longer service with 


MK-40 Air Switches 


This close look at the MK-40 blade mechanism demon- 
strates another reason why this DELTA-STAR Air Switch 
is your standard of comparison. 

The MK-40 is the result of a search for engineering 
simplicity and maximum efficiency. Only three moving 
parts are employed. No cranks, levers, links or cams 
are used. Factory sealed mechanism contributes to eas- 
iest possible maintenance and long life. 

The blade mechanism develops enormous leverage in 
initial opening and final closing. Ice accumulation or 
corrosion at either end is easily broken. Variation in 
leverage equalizes the gravitational pull on the blade 







Only DELTA-STAR MK-40 Switches offer all 
these additional advantages 

@ Visible high pressure silver inlayed hard drawn 
copper contacts at both ends of switch blade. 
Independent pressure applying non-ferrous leaf 
springs assure constant pressure. Heavily con- 
structed with a minimum number of current inter- 
change surfaces to withstand high short circuit 
currents. 

@ These switches have the same simple basic design 
in all rated sizes: 7.5 kv to 380 kv. 400 to 5000 












amperes. 
© Greaseless non-rusting rotating insulator bear- and results in smooth uniform operational effort. 
ings. This powerful, simplified blade mechanism is funda- 


mental with all MK-40 Air Switches—from 400 to 5000 
amperes and from 7.5 to 380 kv. It is another reason for 
preferring DELTA-STAR MK-40 Switches. 


When you want the best in high voltage switches specify the MK-40 


DELTA-STAR ELECTRIC DIVISION 


@ Fully adjustable operating mechanism parts with 
pipe piercing set screws to eliminate slippage. 
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‘HKD H. K. PORTER COMPANY, INC. 
4 OF PITTSBURGH 
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District Offices in Principal Cities 
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Here’s Proof of Performance... 


302 pressure-creosoted poles installed in 1928 
... only one replacement due to pole failure 





CENTRAL Hupson Gas & ELEcTRIC CorPo- 
RATION, serving the Mid-Hudson Valley, 
with General Offices at Poughkeepsie, N. Y., 
has more than 100,000 pressure-creosoted 
poles in its system. The company began 
using pressure-creosoted yellow pine poles 
in 1926, one of the first lines to be built 
being the River Transmission Line from 
Highland to Newburgh, a distance of ap- 
proximately 16 miles. 

This line was installed in 1928 and 1929, 
using 302 40’-60’ poles. To date, ten poles 
have been replaced, but only one due to 
wood failure. Boring tests made recently 
show the poles are still extremely sound. 

In specifying poles, it will pay you to fol- 
low this utility’s example and rely on Creo- 
sote’s unmatched records of service. And 
when you do, be sure your poles are pres- 
sure-treated with uniform USS Creosote. 
Its deep penetration, retention and high 
toxicity assure you maximum pole life. For 
complete information, contact our nearest 
Coal Chemical sales office, or write directly 
to United States Steel Corporation, 525 
William Penn Place, Pittsburgh 30, Pa. 


See “THE UNITED STATES STEEL HOUR’’—Televised alternate 
weeks—Consult your local newspaper for time and station. 





1929 dating nails on this pole are evidence of the 
long, economical life of pressure-creosoted poles. 


USS CREOSOTE 


SALES OFFICES IN PITTSBURGH, NEW YORK, CHICAGO, CLEVELAND, SAN FRANCISCO AND FAIRFIELD, ALA. 
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John J. Sotanski, Central Hudson Estimator, inspects pressure-creosoted poles in the com- 
pany’s River Line which have been in the ground more than a quarter century and are still 
sound, according to recent boring tests. 
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Industrial Progress 


New York Telephone Plans 
Record Outlay of $200,000,000 


NEW York Telephone Company 
plans record outlays for expansion 
and improvements this year. 

Keith S. McHugh, president, re- 
cently announced projects calling for 
expenditures of $200,000,000, com- 
pared with $182,000,000 in 1954. Pre- 
vious high was $194,000,000 in 1952. 


$35,000,000 Program Proposed 
By Consol. Gas, Elec. Lt. of Bal. 


CONSOLIDATED Gas, Electric 
Light & Power Company of Balti- 
more, announced a $35,000,000 con- 
struction budget for 1955, topping all 
past years’ construction programs and 
exceeding that of 1954 by more than 
$7,000,000. 

Charles P. Crane, president, said the 
expansion reflects increasing demand 
for gas and electric service, which 
he expects will continue to rise. In the 
last five years, he noted, the company 
has added 82,312 new electric cus- 
tomers and 48,463 gas customers. In- 
cluded in those totals are 1954 addi- 
tions of 74,726 electric and 9,747 gas 
customers. 


AGA Conference to Stress 
Management Development 


MANAGEMENT development will 
be the theme of the first Spring Con- 
ference sponsored by the General 
Management Section of the American 
Gas Association, according to Larry 
Shomaker, vice president, Northern 
Natural Gas Company, section chair- 
man. The conference will be held 
March 21-23 at the Hotel Netherland 
Plaza in Cincinnati. 

General Sessions will be held each 
of the three mornings. The Committee 
on Arrangements under W. B. Tippy, 
Commonwealth Services Inc., has as- 
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sembled an imposing group of speak- 
ers from within and outside the indus- 
try. They will present subjects in the 
seven fields—accident prevention, 
purchasing and stores, rates, eco- 
nomics, corporate secretaries, compet- 
itive services, and insurance. 


Bell Tel. of Pa. to Set Construction 
Record 


THE construction program of the 
Bell Telephone Company of Pennsyl- 
vania for 1955 will total $89,897,000 
and will be the largest in the company’s 
history, exceeding the previous high 
of $86,712,000 in 1954. 

With the continued high levels of 
building creating new customers, a net 
gain of 135,000 telephones is expected 
in 1955, according to W. D. Gillen, 
president. The net gain in 1954 was 
126,000. It is estimated that long dis- 
tance traffic will rise above the 1954 
level. 


$76,000,000 Budgeted by 
So. Cal. Edison for Expansion 


THE Southern California Edison 
Company has budgeted approximately 
$76,000,000 for construction and plant 
expansion during 1955, according to 
Harold Quinton, president. Largest 
individual expenditures will be for 
new generating plants, transmission 
and distribution lines and substations. 

With completion of the new facili- 
ties underway or begun in 1955 the 
company’s generating capacity will be 
increased by more than 600,000 kilo- 
watts by 1958. Edison’s total gen- 
erating capacity now is 2,191,420 kilo- 
watts—an increase of nearly 80 per 
cent since 1945. 

The 1955 program includes work 
on the building of new steam-electric 
generating plants, additional hydro- 
electric powerhouses in the High 
Sierra and another major power res- 
ervoir there. 


Westinghouse Issues New Booklet 
On 2000-MC Microwave 


A COMPLETE description of 2000- 
me Microwave-radio systems for a 
variety of applications is given in a 
new 8-page booklet available from the 
Westinghouse Electric Corporation. 

Features of Type-FR microwave 
radio and Type-FJ multiplexing 
equipment and their importance to the 
overall system is discussed. Points 
covered include frequency-division 
multiplexing, crystal frequency con- 
trol, standby equipment, maintenance 
features, and many others. 

For a copy of this booklet, B-6393, 
write Westinghouse Electric Corpora- 
tion, Box 2099, Pittsburgh 30, Pa. 


Utah Pwr. & Lt. to Spend 
$18,000,000 in 1955 


UTAH Power & Light Company will 
spend $18,000,000 on new construc- 
tion in 1955 as a follow-up to its re- 
cently completed $108,700,000 post- 
war expansion program. 

Principal item in the new program 
will be completion of a third unit of 
the Gadsby steam-electric plant on the 
west side of Salt Lake City. Addi- 
tional improvements also are planned 
for the new 66,000-kilowatt plant in 
Carbon County, which started opera- 
tions late in November, 1954. 

The third unit of the Gadsby plant 
is expected to be producing by June. 
Completion of this 100,000-kilowatt, 
$16,000,000 unit will bring to 241,000 
kilowatts the total system input from 
the Gadsby plant. 


$98,000,000 Expansion Planned 
By Public Serv. Elec. & Gas 
EXPENDITURES in 1955 for elec- 


tric and gas additions and improve- 
ments by Public Service Electric and 


(Continued on page 28) 
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keep power costs down 
as production goes up 


Steam cost records of Southern’s customers prove this... 
One reason of course, is Southern's exceptional 
ability to supply the right coal for any type of burning 
requirement. Fourteen big mid-western mines give you 
an outstanding selection. Equally essential operation-wise, 
is consistent uniformity of energy and burning 
characteristics — the controlled quality — of Southern's 
coals. This result of precision preparation assures 
continuously efficient boiler performance — economical 
coal utilization. These, plus an annual capacity of 10,000,000 
tons, tremendous reserves, and a 50 year record 
of conscientious service are convincing reasons why 
Industry increasingly depends on Southern. 


SEND FOR THIS FREE BOOK 


Written by Joseph Harrington of Southern's engineering staff— 
noted authority on Coal; its chemistry, preparation, and 
utilization storing and handling. 








GENERAL OFFICE: 333 NORTH MICHIGAN AVENUE * CHICAGO 1, ILLINOIS 


OFFICES IN: LOUISVILLE, MEMPHIS, NASHVILLE, ST. LOUIS 
SINCLAIR COAL COMPANY, KANSAS CITY 5, MO., WESTERN REPRESENTATIVE 


| processing energy. 


| Gepartment will install gas compres- 


| Trenton and Camden plants. These 
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(Continued ) 


Gas Company will reach an all-time 
one-year high of approximately $98,- 
000,000, Lyle McDonald, chairman of 
the board, announced recently. Gross 
expenditures for new construction in 
the last five years have amounted to 
approximately $335,000,000. 

This year’s projects include com- 
pletion of two major electric gen- 
erating projects: The Burlington sta- 
tion to supply the Delaware Valley 
and another in Linden. When these 
units are in service, the electric gen- 
erating system’s capacity will be in- 
creased to 2,516,300 kilowatts. 

Two new major switching stations 
will be started at South Camden Fair- 
lawn and new substations will be 
located at Coytesville, Hoboken, East 
Paterson and Wayne Township. 

To meet the anticipated added de- 
mands for gas, the gas manufacturing 
sors at the Harrison, West End, 
additions will necessitate the installa- 
tion of larger piping connections at 
each of the plants. 

Industrial and residential growth 
in certain areas of the state will make 
it necessary for the company to con- 
tinue its program of large main in- 
stallations. 


Electrical Engineering Professor- 
ship Established by G-E at 
Columbia 


THE establishment of a professor- 
ship in electrical engineering at 
Columbia University through a grant 
from the General Electric Company 
was announced recently by Dr. Gray- 
son Kirk, president of the University. 
The professorship will be used for 
teaching and research in the funda- 
mentals of generating, handling and 


In making the announcement, Dr. 
Kirk said that “this professorship 











creates another important link between 
Columbia and industry. It is an ex- 
ample of the growing support which 
industry is providing our institutions 
of higher education, and without 
which those institutions may be un- 
able to progress. This professorship 
in electrical engineering also repre- 
sents a true coOperative endeavor of 
education and industry to help provide 


| men and research results in a field 


which will affect industry and the pub- 


| lic alike. The University will have 


| available to it the advice and counsel 


| on the establishment of the professor- 





of the General Electric Company.” 

Dr. John R. Dunning, dean of the 

School of Engineering, commenting 
(Continued on page 30) 
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-ing This 16-Foot Butterfly Valve Illus- 
res- trates the type of work which New- 
end, port News takes in stride. Newport 
nese News built 3 such valves, each 
alla- weighing 446,000 Ibs., for the Ross 
S at Power Plant, Skagit Project, De- 
partment of Light, City of Seattle, 
ywth Washington. Designed for a water 
ake flow of 3,620 cu. ft. per sec., and a 
con- hydrostatic pressure of 290 psi., 
| in- these valves were shop tested by 
Newport News at 450 psi. They are 
hydraulically operated with oil at 
sor- 1,500 psi. pressure. Shop tests assure 
7 speedy, trouble-free assembly of 
Newport News built equipment, on 
the site. 
$Sor- 
r = 
rrant 
pany 
= € of a 
rsity. 
| for 
inda- 
and 
Dr. |Here is one of the largest high head butterfly valves ever built, 
rship |undergoing a shop test at Newport News. If you had an 
wee opportunity to follow this unit from start to finish, you would see 
hich frst hand how Newport News produces massive equipment 
af ond economically. For economy is a basic advantage that results from NEWPORT 
thout Newport News’ high integration of skill and production facilities. 
e ull baie, 3i 
rsh pat 3 : NEWS ~~’ 
epre-| Large engineering and technical staffs, operating a plant 
or of comprising acres of brass, iron and steel foundries, five huge 
‘ovide |machine shops and other extensive fabricating facilities, have made SHIPBUILDING AND 
| - Newport News one of the world’s largest producers of hydraulic DRY DOCK COMPANY 
- oat turbines, valves, gates, penstocks and other essential equipment .. . Newport News, Virginia 


yunsel th standard and special in design. 


y.” 

the 
ea Let us bid on your equipment. Write us today for your copy of 
essor-| Water Power Equipment.” 
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Repair cost = => ¢ per foot on 
120,000 feet of extension work 


CENTRAL ELECTRIC & GAS CO., 
Lincoln, Neb. with their Cleveland 
“Baby Digger” consistently dig an 
average of about 200 feet of trench 
per hour ... a good production 
average on gas extension projects 
where numerous line obstacles are 
encountered both above and below 
ground. 


Their Cleveland, shown above 
working easily along the edge of a 
lawn, recently completed more than 
600 hours of trench digging—about 
a half year’s work on use of this 
kind — with no need of repairs or 
parts replacement due to wear, or 
maintenance of any kind except 
normal lubrication and fueling. 
(One shaft was broken by improper 
sprocket installation during the 
regular operator’s vacation, at a cost 
of $28.) 


Performance like this— plus com- 
pactness and maneuverability, big 
capacity, and dependability in turn- 
ing out high daily footage regard- 
less of soil and weather conditions 
—goes a long way toward explain- 
ing why Cleveland “Baby Diggers” 
have been the gas industry’s choice 
in trenchers for well over 30 years. 





Fast moving, too!... Cleveland “Baby 
Diggers”’ hustle safely from job to job... 
at legal speed limits... because they 
are so easily portable on fast loading 
Cleveland trailers. 


Write for Full Line CLEVELAND Bulletin or see your Local Distributor 
THE CLEVELAND TRENCHER COMPANY © 20100 St. Clair Ave., Cleveland 17, Ohio 








CLEVELAND 
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INDUSTRIAL PROGRESS 
(Continued) 


ship, said that “study would be made, 
not only of the present status of 
knowledge in the electrical energy 
field, but also of applications of 
nuclear and solar energy. The prin- 
cipal objective of the professorship 
will be to develop courses, curricula 
and fundamental research.” 


Southwestern Bell Tel. Has 
$10,750,000 Program 


| SOUTHWESTERN Bell Telephone 





| 


|Company will spend $10,750,000 in 


Arkansas during 1955 for expansion 
and improvement of service, General 
Manager Warren E. Bray said. Ex- 
penditures for the same objectives in 
1954 totaled $8,335,000. 
Construction during the past year 
included 13 new buildings and addi- 
tions to two others, as well as the plac- 
ing of 1,000 new poles and 38,000 
miles of wire. Long distance business 
increased 3.5 per cent during the lat- 
ter part of 1954 as compared with 
1953. The company installed nearly 


| 8,600 new telephones in 1954, bring- 


| 
| 
| 


| 





ing the total to more than 230,000. 


G-E Issues Book on Street 
Lighting Cables 


A NEW book on street lighting cables 
has been announced by General Elec- 
tric’s Wire and Cable Department. 
The information in this book is de- 
signed to help public utilities, munici- 
palities, highway planning commis- 
sions, and engineering consultants 
select the type of cable best suited to 
a particular installation. 

Both series and multiple street light- 
ing circuits are discussed. Complete 
specification data is given on general 
types of cables for direct burial, and 
for use in conduit, duct or open-air 
as well as for cables for overhead lines 
to luminaires and from pole bases to 
luminaires. Splicing and terminating 
methods for cables with various types 
of insulation are also included. 

The book, publication No. 19-294, 
is available without charge. 


Hyster Material Handling Report 
Available 


HYSTER Company has issued a new 
Field Report, No. 56, showing how a 
large electric utility company uses 95 
Hyster units to handle the tremendous 
tonnage of supplies and equipment 
necessary to maintain its widespread 
operations. Prepared in the field by 
Hyster engineers, the illustrated re- 
port is a case history of modern labor- 
saving handling and_ transporting 


(Continued on page 32) 
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de- Service-Utility body lockers are triple-sealed against dirt and 
ici- moisture. Doors are fitted with recessed handles, slam-action 
. catches, and keyed-alike cylindrical locks for full protection. Lad- 
ns: der racks, vise brackets, and pipe supports are also available, 
a providing everything needed for every type of work. 
to 
zht- , on 
lete INTERNATIONAL Trucks, with Service-Utility | engineering and all-truck design mean utmost 
eral bodies, cut service call costs by bringing your dependability, long life, and lowest maintenance 
and workshop to the job. You make fewer trips, get expense. 
te more done per day. INTERNATIONAL Trucks with Service- Utility 
5 to The Service-Utility body provides all-stee] bodies are available in 9 models, with 77-in. body 
ting lockers, with compartments of varying sizes, for | lengths for 115-in. wheelbases, 84-in. lengths for 
pes orderly storage of all the tools, parts, and equip- | 122-in. wheelbases, 89-in. lengths for 127-in. 
94 ment needed to do a number of different jobs. wheelbases and 96-in. lengths for 134-in. wheel- 
a Thus, there is no costly labor-time wasted in job- | bases. GVW ratings, 4,200 to 8,600 Ibs. 
to-shop trips for needed or forgotten items. Ask your INTERNATIONAL Dealer or Branch 
ort And INTERNATIONAL Truck quality further for complete details on these time-saving, 
lowers your operating costs. Famous INTERNA- ™oney-saving workshop trucks. Time payments 
new TIONAL engines assure top performance with 2! anged. 
"95 maximum economy. INTERNATIONAL Tough-Job \NTERNATIONAL HARVESTER COMPANY « CHICAGO 
; 
ee: international Harvester Builds McCORMICK® Farm Equipment and FARMALL® Tractors...Motor Trucks... Industrial Power...Refrigerators and Freezers 
ead See the season’s new TV hit, “The Halls of Ivy,” with Ronald Colman and Benita Hume, CBS-TV, Tuesdays, 8:30 p.m. EST 
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only oy the Prospectus. 


NEW ISSUE January 19, 1955 


100,000 Shares 
The Toledo Edison Company 


4.25% Cumulative Preferred Stock 


(Par Value $100 Per Share) 


Price $100 per share 


plus accrued dividends from December 1, 1954 


Copies of the Prospectus may be obtained from any of the several 
underwriters, including the undersigned, only in States in which 
such underwriters are qualified»to act as dealers in securities 
and in which the Prospectus may legally be distributed. 


The First Boston Corporation Collin, Norton & Co. 


Blyth & Co., Inc. Merrill Lynch, Pierce, Fenner & Beane Smith, Barney & Co. 




















This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 
January 19, 1955 


NEW ISSUE 








400,000 Shares 
The Toledo Edison Company 


Common Stock 


(Par Value $5 Per Share) 
Price $14.25 per share 


Copies of the Prospectus may be obtained from any of the several 
underwriters, including the undersigned, only in States in which 
such underwriters are qualified to act as dealers in securities 
and in which the Prospectus may legally be distributed. 


The First Boston Corporation Collin, Norton & Co. 


Blyth & Co.,Inc. Merrill Lynch, Pierce, Fenner & Beane Smith, Barney & Co. 
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methods in conjunction with a variety 


of Hyster industrial truck models. 


| Copies are available from the nearest 


dealer or from the Hyster Company, 


| P. O. Box 4318, Portland 8, Oregon. 


-McCABE-POWERS 


McCabe-Powers Adds to Line 
Of Aerial Equipment 
Auto Body 
Company has announced an addition 
to its Powers-American line of truck- 
mounted aerial equipment. 
The new unit, known as the “Sky- 


| Master’ Hydraulic Aerial Beam, con- 


sists of a revolving mast and a pair of 
hydraulically-actuated beams, con- 
structed to carry two men up, out, 
over, or down to an unlimited number 
of positions within the operating 
range. 

The following special features of 
the “Sky-Master” are noted: Sup- 
porting mast, which rotates on roller 
bearings, can be revolved continuous- 
ly in either direction ; Inner beam can 
be moved to any point in an 85 degree 
arc; Outer beam, moved hydraulically 
in combination with drive pulleys and 
{ inch wire rope, can be spotted in any 
position within an operating arc of 
approximately 265 degrees; Work 
Laskets can be moved around obstacles 
tu reach any working position in the 
range of movement. It can be fur- 
nished in two sizes, installed on a Pow- 
ers-American Body or on a unit de- 
signed to fit individual requirements. 

Construction, operation, and safety 
features are described in Powers- 
American Bulletin No. 410. A copy, 
with price information, may be ob- 
tained from McCabe-Powers Auto 
30dy Company, 5900 North Broad- 
way, St. Louis 15, Missouri. 


Sangamo Enters Power Capacitor 


Field 


THE Sangamo Electric Company an- 


‘nounces its entry into the power 


capacitor field with the introduction 
of Sangamo Diaclor Power Capaci- 
tors, available initially in two standard 
ratings: 2400 volts, 25 kvar, and 7200 
volts, 25 kvar. 

These capacitors are supplied in all- 
welded, heavy gauge cases of either 
stainless steel or aluminum-metallized 
mild steel. According to the announce- 
ment, a unique, five-step corrosion- 
resistant treatment gives the mild steel 
case enduring protection against cor- 
rosion and abrasion. 

Diaclor, a non-inflammable §stabi- 


| lized liquid dielectric, enables opera- 


tion in ambient temperatures ranging 


| from minus 40° C io plus 46° C. The 


(Continued on page 34) 
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Important Announcement. . . 
Effective with the January 7, 1955 issue of the 
P.U.R. Executive Information Service 


Weekly Letter on Utilities No. 1097—a separate and distinct feature 
was added in the form of a special supplement devoted to. . . 
Atomie Energy Commission 
(AEC) Developments 


in the field of regulation and allied topics. 


This supplement is the first of a series of special bulletins that will be issued period- 
ically with these Weekly Letters. 


Send in your subscription today for the P.U.R. Executive Information Service (Weekly 
Letter on Utilities) at $12.50 per quarter, and receive the initial AEC Developments File 
and subsequent AEC bulletins as issued . . . FREE! 


P.U.R. EXECUTIVE INFORMATION SERVICE 


309 MUNSEY BUILDING WASHINGTON 4, D. C. 
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P.U.R. QUESTION SHEETS 


an educational Opportunity 


With the least possible expenditure of time, effort and money, utility ex- 
ecutives, lawyers, accountants, engineers and others interested in any phase 
of public utility regulation can keep well informed through these brief, four- 


page leaflets issued every two weeks. 


They consist of 10 questions and 10 authoritative answers based on current 
decisions revealing court and commission views pro and con. Annual subscrip- 
tion $10. 


Send your order to 


Public Utilities Reports, Inc., 


Munsey Building, Washington 4, D. C. 
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INDUSTRIAL PROGRESS—( Continued) 


Diaclor completely fills the case and 
bushings. An internal reservoir main- 
tains full insulation to case when the 
unit is end-mounted, even in the cold- 
est weather. 

Sangamo has built a thoroughly 
modern plant exclusively for the man- 
ufacture of these power capacitors. It 
is humidity controlled, completely air- 
conditioned and contains the latest 
equipment for fabricating, processing 
and testing. 

Full information on these Power 
Capacitors may be obtained by writ- 
ing for Bulletin 1120. Address 
Sangamo Electric Company, Spring- 
field, Illinois. 


Philadelphia Elec. Forms 
Economic Analysis Div. 


PHILADELPHIA Electric Com- 
pany has established a new department 
—the Economic Analysis division, to 
be headed by Constantine W. Bary. 

The division will conduct research 
and develop studies and analyses on 
the economics of rendering electric, 
gas, and steam service. The cost and 
pricing of all classes of service will be 
analyzed by the division. 


Georgia Power Plans 


$11,000,000 Plant 


PLANS to construct a 48,000-kilo- 
watt hydroelectric plant and dam on 
the Chattahoochee river at Columbus, 
at a site known as Clapp’s Factory, at 
an estimated cost of more than $11,- 
000,000, were announced recently by 
Harllee Branch, Jr., president of the 
Georgia Power Company. 

Preliminary plans call for the con- 
struction of a power house containing 
three hydroelectric generators of 16,- 
000 kilowatts each. Under average 
rainfall conditions the plant will pro- 
duce 243,000,000 kilowatt hours a 
year. 

According to the company’s plans, 
the dam will be of concrete construc- 
tion, 75 feet at its maximum height 
and 1,848 feet long. It will create a 
lake eight and a half miles long, back- 
ing water up to the foot of the Goat 
Rock dam. The lake will cover 2,480 
acres at maximum elevation and will 
kave a shore line of 40 miles. It will 
be available to citizens of Columbus 
and the surrounding area for sailing, 
fishing, swimming and other recrea- 
tional activities. The company also 
plans to lease building sites for the 
construction of cottages. 

The Clapp’s Factory reservoir will 
resemble some of the company’s other 


34 


hydroelectric projects, especially 
Lakes Rabun and Sinclair, which have 
become popular resort and recrea- 
tional centers. The lake will vary from 
a half-mile to a mile-and-a-half in 
width. 


C. T. Sinclair Named 
Vice President Of 
Peter F. Loftus Corp. 


The Peter F. Loftus Corporation 
announced the election of Carroll T. 
Sinclair as vice president, effective 
February 1, 1955. Mr. Sinclair was 
formerly vice president, engineering 
and construction of the Duquesne 
Light Company. Prior to his coming 
to Pittsburgh, he was associated with 
the Consolidated Edison Company of 
New York. 

In his association with the Peter F. 
Loftus Corporation, Mr. Sinclair will 
direct the design and consulting engi- 
neering activities of the utility division 
of the corporation. 


General Tel. of Cal. Has 
$ 100,000,000 Program 


Outlining a $100,000,000 expansion 
and service improvement program for 
General Telephone Company of Cali- 
fornia for the next 3 years, Edwin M. 
Blakeslee, company president, an- 
nounced plans for bringing additional 
and improved telephone service to the 
territory served by the firm. 

This 36 months’ schedule calls for 
expenditures of $37,787,800 in 1955; 
$33,000,000 in 1956; and more than 
$32,000,000 in 1957. “We are furnish- 
ing telephone service in many of the 
fastest growing areas in Southern 
California” Mr. Blakeslee said, “and 
our 3-year plan has been carefully de- 
signed to allow for long range expan- 
sion and immediately care for several 
critical sections where unprecedented 
population expansion has caused us to 
build up a backlog of orders.” 

Among the most significant achieve- 
ments in 1955 will be the establish- 
ment of a new million dollar dial sys- 
tem in Lancaster scheduled for 
December. This improvement also in- 
cludes a long distance toll center, busi- 
ness office and supply and maintenance 
facility. Mr. Blakeslee pointed out that 
his company is better than 98 per cent 
dial operated which is well above the 
national average. Plans have been 
made to change Santa Paula and Reed- 
ley to dial which will make the system 
fully automatic by 1958. 

The company estimates it will add 


50,000 new telephones next year after 
having established a new 25-year rec- 
ord in 1954 by gaining 61,132. 

The company provides service in 
seven counties with more than 634,- 
000 telephones extending north to San 
Joaquin Valley, south to Laguna 
Beach, east of San Bernardino and in- 
cluding most of the coastal area from 
Laguna Beach to Santa Maria. It 
serves about 25 per cent of the popu- 
lation of Los Angeles County. Since 
the beginning of 1948, it has more 
than trebled its telephone plant which 
now is in excess of $191,000,000. 


AGE System Continues Huge 
Expansion Program 


The huge system expansion pro- 
gram of the American Gas and Elec- 
tric Company will continue unabated 
through 1955 and 1956, according to 
a recent announcement. 

President Philip Sporn announced 
recently that the AGE System has 
budgeted $80,300,000 for expansion 
of its electric power production and 
delivery facilities during 1955. And, 
for 1956, the expenditure will be even 
higher, $99,600,000. 

The $80,300,000 earmarked for this 

ear’s construction work includes: 
$17,500,000 for generation facilities, 
$26,500,000 for transmission lines and 
stations, and $29,800,000 for distribu- 
tion lines and stations. The figure for 
1955 is only slightly less than the 
1954 construction expenditure of $85,- 
000,000. 

In the 10-year period 1947-56, in- 
clusive, the AGE System will have in- 
vested approximately $865,000,000 in 
its expansion program, including 2,- 
815,000 kilowatts of new electric gen- 
erating capability. 

Mr. Sporn stated that the AGE 
System will add another 570,000 kw 
in the next two years in order to meet 
the load increase that is expected in 
the company’s seven-state territory by 
1957. This will raise the System’s 
total capability to 4,555,000 kw, more 
than double what it was in 1949. 











UTILITY RATE ANALYST I! 


Salary: $7777 to $9770 a year 


Opportunity with Philadelphia’s Water De- 
partment, Performs professional research in 
assembling and analyzing statistical data re 

lated to cost of and equitable charges for 
furnishing water and sewer service. Require 
ments include college degree plus four years 
experience in development or analysis of rate 
structures for revenue characteristics in a 
public utility. One year of this experience 
should have been in a supervisory capacity. 
For further information contact Personnel 
Department, Room 127, City Hall, Philadel- 
gy 7, Pennsylvania, before February 21, 





PUBLIC UTILITIES FORTNIGHTLY—FEBRUARY 3, 1955 





ane 


FEBRUA 





XUM 





fter 
rec- 


> in 
34,- 
San 
una 
1 in- 
rom 
, dt 
ypu- 
ince 
10re 


hich 


\GE 
) kw 
meet 
d in 
y by 


nore 


r De- 
ch in 
fa re- 
s for 
yuire- 
years 
f rate 
in a 
‘ience 
acity. 
onnel 
ladel- 





PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tue American Appraisat Company 
ORIGINAL COST STUDIES e VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 














wi %* Standby 
Sr ® % Augmentation 
: %*% 100% Town Supply 


Design ¢ Engineering ¢ Construction 


DRAKE & TOWNSEN 1B) 1] WEST 42ND STREET NEW YORK 36,N. Y. 






PROPANE PLANTS 





ae © © 5 RATE 0 





THE FLUOR CORPORATION, LTD. 


Engineers Constructors * Manufacturers 
LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New York ¢ Chicago e Houston * San Francisco « Tulsa e Philadelphia * Toronto e Calgary * Denver 
Associated with SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 








(Professional Directory Continued on Next Page) 





3, 1955 | FEBRUARY 3, 1955—PUBLIC UTILITIES FORTNIGHTLY 








35 








PROFESSIONAL DIRECTORY (continued) 


x Jord, Bacon & Davis 
varuaion SERIEROOES SousTter iON 


NEW YORK @ CHICAGO @ LOS ANGELES 














GIBBS & HILL IwNo. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK—LOS ANGELES 
INDIANAPOLIS—SAN ANTONIO 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


@ WASHINGTON @ PHILADELPHIA @© NEW YORK 


GA GILBERT ASSOCIATES, INC. 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Stud:es 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street e CHICAGO e Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 

















CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











Mention the FortNiGHTLY—I/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384. HOLLY AVENUE e COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











She huljian Copoulion 


b 
ENGINEERS ° COnNS.TRUC YO eee 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
" NOROTON, CONNECTICUT 
inti Utility Management Consultants Specializing in REGULATORY 
WATER ~ COST ANALYSIS MPROBLEMS 
: for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 








CHAS. T. MAIN. INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET #=s BOSTON 10, MASS. 











MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 





Organization « Corporate Practices * Accounting * Budgeting * Financing * Taxes * Stock Transfer * Appraisals * Valuat E i 
Analysis « Cost of Money Studies * Depreciation Studies * Engineering * System Planning ¢ Industrial Engineering * New Business « » dell * Pricing 
Sales and Marketing * Safety * Insurance * Pensions * Employee Welfare * Public Relations * Advertising * Personnel © Industrial Relations 


20 NORTH WACKER DRIVE ¢ CHICAGO 6, ILLINOIS 
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PROFESSIONAL DIRECTORY (continued) 
Pioneer Service &Endineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 





CONSULTING, DESIGNING AND 
CPERATING ENGINEERS 
PURCHASING 









231 SOUTH LA SALLE STREET 




















: po Complete Services for Gas 
Industry’s 4 and Electric Utilities * Designing 
Partner J.F. Pritchard & Co. ¢ Engineering * Construction 
« Alterations * Expansions 
for Progress oe ee * Modernization ¢ Surveys Plans 
¢ Piping ¢ Equipment * Steam 
or Diesel Power Plants 








seem 


> Dept. 415, 210 W. 10th St., Kansas City 5, Mo. 





Ae RUST ENGINEERING CO. 














PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 








SANDERSON & PORTER 
ENGINEERS & 


AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Ustilsties—Industrials 
Studtes—Reports—Design—Supervision 
Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Public Utility 
REPORTS — VALUATIONS Construction Cost Trends 








Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 








1304 ST. PAUL STREET 





Mention the FortNicHTLY—I¢ identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 





Abrams Aerial Survey Corporation 


PHOTOGRAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aerial Photograbhy — Atlas Sheets — Mosaics — 
Plan and Topographic Mabs — Profiles — Infra-red 
Photography —- Photo-interpretation Instruments 





614 E. Shiawassee St. Lansing, Michigan 


LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 

















EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 











LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS AND SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ill. 











MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D.C. 








Mention the FortNIGHTLY—I¢ identifies your inquiry 
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FOR CLEANER 
COOKING 





EASIER ; 
REFRIGERATION / 


Columbia Gas System 3 
delivers a modern miracle } 4 
24 Hours-A-Day! » | , 


| FOR CHEAPER §’ 
; / DRYING 





i 
FOR INSTANT 
HOT WATER 





* 
COLUMBIA 
GAS 


SYSTEM 





© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Centra! Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 


stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 








GENERAL ELECTRIC ANNOUNCES... 


General Electric’s new Form 400 luminaire represents 
a major advancement in mercury street lighting. Its 
attractive, functional design makes the luminaire 
flexible and easy to service. 


BETTER OVER-ALL VISIBILITY results from a unique 
optical design. Distribution patterns I.E.S. Types II 
and III are available, assuring high utilization and 
uniform pavement brightness regardless of street 
width. 


EASY TO SERVICE, the Form 400 luminaire reduces 
maintenance costs. Hinged glassware speeds up main- 


tenance, and no tools are required to detach either 
the reflector or glassware from the unit. 


GREATER FLEXIBILITY is obtained with a choice of 
five different mercury lamps. In addition, the Form 
400 can operate on conventional circuits with ballasts, 
or in series on the new Ballastless Mercury circuit. 


MORE INFORMATION on this outstanding new de- 
velopment in mercury street lighting is available from 
your nearest G-E Apparatus Sales Office, or Authorized 
Agent, or by writing Section 452-155, Outdoor Light- 
ing Dept., General Electric Co., West Lynn 3, Mass. 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 
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